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GO to EUROPE 


Travel costs are the lowest 
in years! 





HOLLAND 


A hospitable, happy 
people that make the 
traveler welcome, and 
comfortable. Of course 
you will see the famous 
canals . . dikes . . and 
windmills . . the charm- 
ing Dutch landscapes 
that inspired Rubens 
and Rembrandt. 

You willlike the spot- 
less cleantiness every- 
where, the peacefulness 
and good, comfortable 
Dutch living 
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Holland America 
Line 
Passenger Office: 
New York 
24 State Street 
or offices and agenls 


everywhere. 
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Holland America liners 
call at Plymouth (“ast- 
bound); at Southampton 
(Westbound), 2 hours 
trom London; at Bou- 
logne-Su r-Mer, 2% 
hours from Paris; and 
at Rolterdam, overnight 
from Berlin. 


Mont St. Michel—France Stolzenfels Castle—Rhine 


F your personal efficiency has suffered (as it 

most likely has!) from the epidemic depression, 
travelis the cure. A few weeks of different customs 
and contacts, changing scenes . . the delightful 
suspense of nearing new ports . . carefree relaxa- 
tion at sea . . these will refresh your mind and 
body, and prepare you to carry on again with new 
vigor and increased success. Go lo Europe! 

The museums, with their treasures of art and 
culture are still there to be visited and enjoyed .. 
all the things you have wanted to see for the first 
time, or again. 

And now you can visit Europe so reasonably! 
Transportation and hotel rates are the lowest in 
years; your dollar buys more of the comforts and 
luxuries of living ..in the delightful Continental 
manner. This és the time lo go! 


Solid Comfort at Sea 

For hundreds of years Holland has been a fore- 
most maritime nation . . her shipbuilders, navi- 
gators and sailors benefit from many generations 
of experience and tradition. This is reflected in 
the great Holland America fleet, headed by the 
STATENDAM, magnificent liner of 30,000 tons 
register, which makes the crossing in less than 7 
days . . and including the wholly modernized 
ROTTERDAM (25,000 tons register), with its 
beautiful, spacious cabins; the splendid sister 
ships, VOLENDAM and VEENDAM. Hospit- 
able Holland America service is renowned . . as 
is the superb cuisine, the typical Dutch cleanli- 
ness and all the careful attentions that make 
for solid comfort at sea. 
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“Financial 
Independence 


at Fifty” 


BOOK which outlines 

successful plans for in- 
vestment and _ semi-investment 
through which you may become 
financially independent without 
taking chances or depending 
upon luck. Shows how to budget 
your income; to finance a home; 
and the kind of insurance most 
profitable. It will tell you how 
to save and still get the most out 
of life as you go along. 


231 pages. Illustrated with tables 
and charts, replete with examples 
and suggestions. Richly bound in 
imitation Morocco, dark blue flex- 
ible fabrikoid, lettered in im- 
pressed gold. 


PARTIAL CONTENTS 


Two Plans Suggested for Initial 
Accumulation. — The Preferred 
Stocks.—Judging a Good Bond. 
—The Six Ages of Investment.— 
In- and - Out - of - Season Invest- 
ments.—Insurance for Assurance. 
—The Expectation of Life— 
Women’s Sphere in Investments. 
—The Professions and Their In- 
vestments.—The Case of the 
Cautious Investor. — Assuming 
the Risk Involved.—Group Invest- 
ment.—The Six Per Cent Bridge. 
—Plans for a Young Capitalist — 
The Investor as a Scientific Bor- 
rower and Valued Customer.— 
The Answer to the Engineer of 
His Own Fortune.—Budgets and 
Savings Systems,—How to Create 
an Income Worth “Budgeting.” 


Postpaid $1.00 


Only a Limited Quantity Avail- 
able at This Special Price. 


esueeeee Mail Today =«s===== 
May 28-A 


The Magazine of Wall Street 
90 Broad Street, New York, N. Y. 
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copy of “Fi ial Independ at Fifty.” 





City and State ..... eee 


(] Please send me without obliga- 
tion your descriptive book circular. 

















TOMORROW'S FORTUNES 


It is during such times as the present when the foundations of many 
of the country’s fortunes are laid. However, only those investors 
reach the goal who realize the fallacy of assuming that the circum- 
stances which caused some stocks previously to climb to levels never 
justified by earnings will again cause the same stocks to repeat their 
previous performances—and who act accordingly. 


During the past two and one-half years an entirely new set of 
conditions has arisen. Many companies will suffer from these con- 
ditions—others will profit from them. Some investors will fail 
to take advantage of them—but wise investors will grasp the oppor- 
tunities created by such changing conditions. They will not be 
those who have lost confidence and who have taken the attitude 
that they do not care what happens further. Nor will they be those 
who have sat by and waited for the situation to correct itself. 
They will have taken full advantage of this opportunity which 
appears but few times in any man’s life. 


If you are to achieve investment success your program must be 
readjusted to meet present conditions and then strictly followed. 
Through our highly personalized investment counsel we can fully 
co-operate with you in preparing and executing such a plan adapted 
to your particular needs. If you will submit a list of your present 
security holdings and acquaint us with your individual require- 
ments, we shall be glad to tell you whether you are following the 
course which should lead to greater success in the future—and how 
we can help you attain your objective. Your list will be held in 
absolute confidence and you will be under no cost or obligation. 


Investment Management Service 
90 Broad Street New York, N. Y. 


THE INVESTMENT 
MANAGEMENT SERVICE 


A Division of 
The Magazine of Wall Street 


Gentlemen: 


I am enclosing a list of my present investment holdings and an 
outline of my requirements and objectives. Kindly study my pro- 
gram and tell me, by mail, how your service would help me. Also 
send me your booklet and quote me the cost of service om my 
account. This places me under no obligation. 


City and State 


My present capital 


90 BROAD STREET NEW YORK, N. Y. 
for investment is $ 
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Odd 
Lots 


Experienced investors . 
know the value of di- 
versifying their secur- 
ity holdings into vari- 
ous classes of seasoned 
high grade issues. 


The conservative new 
investor will want to 
know the many advan- 
tages offered to both 
large and small invest- 
ors in purchasing Odd 
Lots of sound securi- 
ties. 


We have prepared an 
interesting booklet 
which explains trading 
procedure and our re- 
quirements. 


Ask for M.W. 526 





100 
Share Lots 


Members 
New York Stock Exchange 


39 Broadway New York 
Branch Office—11 West 42nd St. 


























To the President of a 
Dividend-Paying Corporation:— 


Why should you publish your dividend 
notices in The Magazine of Wall Street? 


You will reach the greatest number of 
potential Stockholders of record at the 
time when they are perusing our maga- 
zine, seeking sound securities to add to 
their holdings. 


By keeping them informed of your divi- 
dend action, you create the maximum 
amount of gooa will for your Company, 
which will result in wide diversification 
of your securities among these influential 
investors. 


Place The Magazine of Wall Street on the 
list of publications carrying your next divi- 
dend notice! 











ULLIILLIMLALA ALLL LLL ALLL LLL LLL LLL LULL LLL LLLLLLLLLLLLLLLLLLLLLLLLLL LLL LLL LLL LLL LLL 


iZ 


Member of Audit Bureau of Circulations 


CONTENTS 
Vol. 50 No. 3 May 28, 1932 


The Ticker Publishing Co. is affiliated with no other organization 
or institution whatever. It publishes only The Magazine of Wall 
Street, issued bi-weekly, Adjustable Stock Ratings, issued monthly 
and The Investment and Business Forecast, issued weekly. 


WIZLILLLLL ALLL LLL LLL LLL LLL LLL LLL LLL LLL LLL LLL LLL LLL, 


INVESTMENT AND BUSINESS TREND...................... 133 
Taking the Pulse Of BuSineEs «ooo. 60.06 cvciccccsiicccces cea cikies bane as 135 
Market Enters More Promising Phase. By A. T. Miller........... . 136 
What Is Restraining Business Improvement? By Theodore M. 

EST SS eS are ee ern ener eee rere 138 
Imperial Conference Threatens U. S. With Loss of Largest and 

Nearest Customer. By J. A. Stevenson.............cccccceccecs 141 
Billions for Public Works! By Laurence Stern..................... 144 
Railroad Over-Capitalization Can Be Relieved Without Receivership. 

a MRE NNN Fools 3 ois ip soos Sis’d 3.0 6 Slo le dw Foie we Sine ean sles HORS 146 
Rt IE PINE 5 6. gs onsen ne chinese ttna eon csas besos ees 148 
Inflation—What It Is and What It Does. By John D. C. Weldon... 150 
BONDS 
Erie Railroad, Prior Lien 4s, 96. By Francis C. Fullerton.......... 152 
Ne ENE ER MEMNNED 5565 oc S60 a 650.6 5' 54 04 0 Wisin 6% ¥in'564-0'aiele’s ON G54S- 153 


PUBLIC UTILITIES 
Preferred Issues With an Appeal to the Investor. By Ward Gates.. 154 


INDUSTRIALS 
Bateway crores, anc, 89 J.C. Clillond. .. 2... ..5<..0sceccsecssse tse 156 
Common Stocks of Investment Type in Attractive Price Zone: 
PEE EE TINS GS 2G ng 5 % loo «(0 6:94 s 4.0.0 5,010 0's wie 0S B10d 0006 wo Ong 5.0 46 158 
ss Gio co: wip a 6 9 bie Sie. bw 9 Ow wig ww 8's ole SS i59 
NE UR TMR ss TDS occ os onc cc wc cee tcesesececncetceee 160 
ee TD oo ons cin sb So seseeneencensee sede ee 160 
ee Cs NO Mog oo kw ibs usc uso news wobesescie'sie. seve i61 
a Sd wesc: hi 040 io foi oie Sie wie W brs ogee leis waa bis 162 
een RINE MEME 1215215 So is cssialv 0S 'Sstd SOs Relate oe Se Sows S ONS er 163 
PETROLEUM 
Consolidated Oil Corp. By Nicholas T. Calhoun................... 164 
ee TID EMMINEDIDCc5. 5s cool !b bis p oinle Sina wesw eo Wiss o's As p's.0 68 eS He 166 
One-Line Analyses of Common Stocks in This Issue............... 166 
READERS’ FORUM 
Conunning the Proninition Debate... ........0s.cccrsdeccssvecsecce 168 
TRADE TENDENCIES 
Industry Continues Generally Dull............. Wetec es eececceceseece 170 
The Magazine of Wall Street’s Indicators. Business Indexes. Com- 
SORT MER ORDETAC TIS PRUNE C20) 5,0 case o.0:h oiwis sis «.biare's oid esis 6 bible 0 6's ie00:0.6 171 
PAS UU SMe ME EC) 6 od & i ee nein 172 
New York Stock Exchange Price Range of Active Stocks........... 176 
Securities Analyzed, Rated and Mentioned in This Issue............ 179 
Facts, News and Comments...........-...ccscccseree RI eee 179 
Important Dividend Announcements...............:::ee eee eeeeeees 180 
Important Corporation Meetings...................eeeeeeereeeeeeee 181 
PNET oe ca aos vias sen Sead asGe was oo Sia aelew ae saa 185 
aE RE Ros ta sis a AN AURIS dials DRE Wists eae Waa es 186 
MGW WOTK Urb TRCHBABE. «26.2... ccc ccwwcavcccsercesversaceees 188 
PR UN a is bad so asic 60 ob cocscsnnines sone OP se0eee bie kiasten 192 


HILLEL LLL LLL LLL 


Copyright and published by the Ticker Publishing Co., Inc., 90 Broad. St., New Yor, 
. Y. C. G. Wyckoff, President and Treasurer. E. Kenneth Burger, Vice-President an 

Managing Editor. Edgar P. Hildreth, Secretary. Frank R. Donovan, Business. Manager. 
Thomas F, Blissert, Financial Advertising Manager. The. information herein is obtaine 
from reliable sources and while not guaranteed we believe it to be accurate. Single tet 
on newsstands in U. S. and Canada 35 cents. Place a standing order with your newsdea a4 
and he will secure copies regularly. Entered as second class matter January 30, 1915, @ 
P. C., New York, N. Y., Act of March 3, 1879. Published every other Saturday. ss 

ADVERTISING REPRESENTATIVE—Pacific Coast, Simpson-Reilly, Bendix Build- 
ing, 1206 Maple Avenue, Los Angeles; Russ Building, San Francisco. 

SUBSCRIPTION PRICE—$7.50 a year in advance. Foreign and Canadian $8.50. 
Please send International money order or U. S. Currency. , 

TO CHANGE ADDRESS—Write us name and old address in full, new address ™ 
full and get notice to us three wecks before you desire magazine sent to the new address. 

EUROPEAN REPRESENTATIVES—International News Co., Ltd., Breams Bldg., 
London, E. C. 4, England. 

Cable Address—Tickerpub. 


N 
AZZ 


SG LLLZZLLLLLLLLLLLLLLLLLLLLLLLLLLLLALLLLLLLL LLL LLL LLL LLAMA ALLL LA ALLL LLL ELLE 


LLLLLL LA LLL 





PZZZZZZZZ ZL 


130 When doing business with our advertisers, kindly mention THE MAGAZINE OF WALL STREET 











must 
behav 
simp 
and c 
to bel 
degre 
withc 
times 
its in 
at el 


| ment. 


Pri 
were 
That 
good, 
their 
invest 
corpo 
great 
lic pe 
to the 
possi 
the n: 

Th 
and 1 
one tc 
Can < 
one t 


MAY 





a F BH SHH De 


63 


aat 


REET 


































Opportunities for Shrewd Buyers 


science. One who would attain 

even a partial understanding of it 
must study the psychology of human 
behaviorism, as well as the much more 
simple evidence presented by statistics 
and charts. Some observers go so far as 
to believe that prices are to a dominant 
degree a state of mind. We think that 
without question mob psychology is at 
times an important factor. Moreover, 
its influence becomes most pronounced 
at either extreme of the price move- 
ment. 

Prices of stocks in 1929 certainly 
were produced by a state of mind. 
That is, while business profits were 
good, mob psychology exaggerated 
their permanence and their current 
investment value. Now the base of 
corporate earning power has been 
greatly reduced and the degree of pub- 
lic pessimism is in exact counterpart 
to the infinite optimism of 1929. It is 
possible that illusion again has gripped 
the nation. 

The dividing line between reality 
and mass hallucination is a difficult 
one to draw, but we know it does exist. 
Can anyone doubt that people will at 
one time pay far more for a given 


Jf sence. On is not an _ exact 


value than at another? One can see 
how it works out in the case of some 
of the more stable stocks, on which 
earnings and dividends have not appre- 
ciably changed. Consider Woolworth, 
for example. Its operating profits have 
not been importantly changed. Its 
regular dividend rate has been main- 
tained and the prospect of reduction is 
remote. In short, the investment value 
is virtually what it was. As reflected 
in price, people not many months ago 
thought that value was $72 per share. 
Recently they thought it was $26. 
Illusions, like bubbles, have a way 
of blowing up. It is not wise invest- 
ment policy to ride them too far. Al- 
though no one should abandon funda- 
mental investment principles regarding 
such factors as safety, earnings and 
income yield, it is perhaps time to con- 
sider whether in many instances cur- 
rent appraisals of them have not been 
whittled down inordinately by the 
hallucination of endless business dis- 
aster. Without abandoning caution, it 
is possible at the present time to find 
many investments which, whether 
hysteria carries them moderately lower 
or not, are thoroughly safe on a long- 
pull basis and which yield a return well 


above anything that can be considered 
normal. 

Such investments should represent a 
prior claim on earnings and assets. 
The bond market at present offers a 
promising field for exploration, particu- 
larly among first mortgage railroad 
issues. Some of these are literally sell- 
ing at receivership prices and undoubt- 
edly will advance in the event that re- 
ceivership clarifies the present uncer- 
tainties harbored in the minds of in- 
vestors. This condition is made possible 
only because of necessitous liquidation 
by some institutions and individuals in 
a market bare of adequate rational 
demand. 

Not all buyers are holding back. We 
know of a large New York bank which 
has been carefully gathering bargains in 
rail bonds. “Here is a medium grade 
road in the Middle West.” said the 
banker. “It may not cover its total 
fixed charges, but the interest on the 
first mortgage 4s, which now yield 6 
per cent, is covered four or five times 
over and will be paid, receivership or 
no receivership. Let it go into receiver- 
ship. We don’t care. After it does, the 
bond will go up. It may take some 
time but we are willing to wait.” 








is of major importance to business and markets all over the world. 
is reached widespread effects will be notable at once through improved sentiment. 


the Next Issue 


Lausanne Holds the Key to World Recovery 


The conference of nations on the subject of international indebtedness which convenes in June 


If any favorable agreement 


Even if the 


outcome is adverse to the United States and repudiation becomes a fact, at least the burden of 


uncertainty will be relieved and business can adjust itself accordingly. 


Need Recapitalizations Be Feared? 


By THEoporE M. KNApPEN 


Many companies are capitalized out of all proportion to present. and even nearby prospective 


business. 


must be expected and prepared for. 


themselves ? 


By Joun D. C. WELDON 


Capital reorganizations in the writing down of assets and in some cases receiverships 
How will investors be affected and how can they protect 


Political Platforms and Party Candidates 


During this month the two major parties will select candidates for President and adopt plat- 


forms which may later on exert far-reaching effects on the course of business. 


They will exert 


also an immediate effect on popular sentiment which will find reflection in both the channels of 
trade and investment. 





By Joun C. CrESSWILL 
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NEW ORLEANS 


Paes ———s 


ON AMERICA’S INDUSTRIAL FRONTIER 


Within 36 hours, by rail, of the Atlantic seaboard, and 
only 12 to 24 hours from intermediate cities . . . Anim- 
portant jobbing and concentration center for an area 
leading in the production of Cotton-Clay and Wood 
Products-Coal-Peaches-Strawberries-Poultry-Rasp- 
berries-Tomatoes-Bauxite-Oil-Marble and Lime. There 
is ample supply of natural gas and hydro-electric power 
for unlimited industrial expansion. 


In Little Rock is the largest single line passenger term- 
inal in the country, operated by the Missouri Pacific 
whose freight and passenger service radiates 


NORTHWEST—Two routes, via _—snections to the north and east. 

the White River Valley and the Ar SOU THWES T—To Texarkana, 
kansas River Valley to Ft. Smith, Dallas, Arizona & Southern California 
— City, Colorado and the Pa- SOUTHEAST — via the Arkansas 
cific Coast. River Valley New Orle: 
EAST—To Memphis with connec> SOUTH. -T.. Hesston, Galveston 
tions to the southeast. ae? the RioGrande Valley, Waco, Austin, 
NORTH —To St. Louis with con- San Antonio, Mexico. 
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Maintain 
Investor 
Confidence 


This year, more than ever 
before, the public utilities must 
take active steps to retain the 
confidence of investors. 






















For this purpose intelligent 
advertising is essential — and 
there is no better medium to 
reach investors when their in- 
terest in public utility securi- 
ties is at its height than the 






































E. 
Annual 
Public Utility 
Review 
of 
The Magazine 
of Wall Street 
A) 
~ TC 
This issue of the Magazine, 
dated June 25th, contains con- Sta 
structive articles on all the im- Eur 
portant factors in the public se 
utility industry today—and, in he: 
addition, our Mid-Year Re- wor 
investment Feature. not 
somé 
We suggest that you send Alli 
your advertising space reserva- ie 





tion early so as to assure the 
best possible position. Final 
forms close June 20th. 
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Business Trend 


An End to Worry—Abolish Tax-Free Securities—Better Late 
Than Never—As Labor Sees It—Silent Constituencies Needed 
—How Significant Are Gold Exports?—The Market Prospect 


AN END T begins to look as if some good might 
TO worry | come out of Lausanne. Of course, 

the buck is passed to the United 
States in the last great settlement of all that the 
European statesmen talk about behind closed doors 
immediately after discharging a barrage of militant 
nationalism for home consumption. The big idea is 
for everybody to stop talking about reparations. The 
word is to be taboo in official circles. Germany will 
not pay reparations but probably will agree to pay 
something, even if under a different name, to the 
Allies. It will be small potatoes compared with 
nominal reparations amounts. Payment will take 
the form of German railway bonds. Later the Allies 
will offer the United States a share of these bonds 
in settlement of their governmental debts, on a take- 
itor-leave-it basis. Rejection will be followed by 
default—and the end of the war debts. Acceptance 
will be followed by the sale of the bonds in the 
United States market after being indorsed by the 
several interested governments. If Americans will 
put up the cash, as usual, everybody else will be 
pleased . . . Even we might be pleased by compari- 
sons with the alternatives in the form of another de- 


ferment of definite action or final repudiation by 
Germany and default by the Allies. Of the two the 
latter is preferable. It will mean one less apprehen- 
sion in a world that suffers much from fact but more 
from fear. 


~~ 


HILE we are tearing 

\\) the barnacles off pub- 
lic finance we ought to 
extirpate the tax-free security. Why put a premium 
on tax-dodging? There’s enough of it, without promot- 
ing it.. These tax-free securities constitute a penalty on 
productive investment. Every governmental body 
which has a right to borrow at all can ordinarily pro- 
cure better terms than private industry when it seeks 
a loan. Every tax-free issue is a tax-burden issue on 
taxpayers. They pay a little less for their borrowings 
but they pay a lot more in other ways. Wéith more 
interest to pay legislative bodies will be less inclined 
to borrow. Public debts tend to stand forever, with 
frequent accretions. Unless they are checked in their 
snowballing the interest on them will absorb all possi- 


ABOLISH TAX 
FREE SECURITIES 
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ble revenues. At present they are a positive deterrent 
to business revival. They are a reward to capital to 
stay out of business, where it belongs and where it is 
desperately needed. 


a 


BETTER LATE EW YORK CITY is the last 
THAN NEVER N of the great cities of the 

country to awaken to the 
stern necessities of public economy. In many other 
cities budgets already have been cut to the bone. The 
movement in each case has been reluctant, originating 
with taxpayers rather than municipal officials. In 
most instances it has taken definite form only when 
politicians found city borrowing power exhausted. 
Politicians being human, it was not to be expected that 
reform would come in any other way. Even recogniz- 
ing the compulsion under which they have acted, no 
one will begrudge them credit. What the taxpayer 
wants is economy. Anyone who chooses may claim 
the credit. 

In New York it has been a hard, slow fight. The 
shock troops have been the various real estate and civic 
organizations, backed up virtually unanimously by the 
press. The battle centered upon Mayor Walker. For 
months he countered with a citation of the difficulties, 
if not impossibilities, of effecting any major economies. 
It was contended that the amount that could be saved 
by salary reductions was insignificant. Now the Mayor 
has surrendered and has joined the ranks of his former 
opponents. He demands the maximum in departmental 
economies and in payroll savings and warns his official 
family not to count on retaining their jobs if they fail 
to co-operate in a retrenchment program. What specific 
economies will result remains to be seen and public 
opinion must see the job through. The cities have 
been the greatest offenders in extravagance. It is time 
to push the pendulum the other way. 


i 


AS LABOR OME of the railway labor unions 
SEES IT S recently presented an amazing 

memorial to President Hoover. 
It was virtually a petition for elimination of the war 
debts, on the ground that they restrict foreign trade 
and so reduce employment both here and abroad. By 
implication, at least, the same indictment was brought 
against high tariffs. Moreover the letter argued that 
apparent over-production began as under-consumption 
and intimated that greater freedom of international 
trade was the remedy. 

It is not necessary to approve war debt cancellation 
or lower tariffs in order to voice admiration for the 
essential quality of the memorial—the approach to the 
great economic problems of the day in a broad and 
profound way. The man who wrote the memorial 
must have realized that an increase of imports, either 
because of the conversion of debt installments into 
purchases of American goods or the lowering of tariff 
barriers, rust inevitably mean in these days further 
increase in unemployment here. They must, therefore, 
have been animated by a lofty preference of the perma- 








nent good to the present advantage. Their thesis may 
be wholly erroneous but their presentation of it com- 
mands respect for their obvious intention to deal with 
a national problem in a detached and economically 
correct manner. Beyond that, though, we wonder if 
the memorial is a symptom of a coming conflict of 
opinion regarding foreign trade where there has 
hitherto been unity. One wing of our industry is 
leaning toward freer foreign trade. Is a section of 
organized labor to follow the same inclination? 


—_ 


SILENT CONSTITUENCIES ONGRESS, 
NEEDED C whose intermi- 
nable delays in 
enacting fiscal legislation are costing the country ten 
millions a day when money is as scarce as radium, is 
now talking of a thirty-day recess in order to attend 
the political conventions. If, as we are informed, the 
responsible citizens of the country have taken the 
monopoly of letter writing away from the paid propa- 
gandists and are now sending hot letters of original 
composition to their Congressmen, we predict that the 
recess will not be taken unless essential business is 
cleaned up first. 
There is another recess that ought to be compelled. 
What this country needs now is a moratorium or 


. rather, suppression of the greedy individual interests 


that still think the part is greater than the whole. 
Standing on the deck of a sinking ship they can think 
only of grabbing life-preservers for themselves instead 
of launching the lifeboats that will save all. If all 
communications between Congressmen and this kind of 
constituents could be cut off for a week reason would 
rule at Washington. 


— 


HOW SIGNIFICANT URING the first 
ARE GOLD EXPORTS? D three weeks of May 

withdrawals of gold 
from this country by European nations—chiefly France, 
Holland and Switzerland—amounted to 119 millions of 
dollars. It cannot be denied that to some extent this 
huge, and continuing, movement reflects a foreign dis 
trust of the dollar and a fear of possible inflationary 
developments. Yet other, and less alarming, motives 
also are involved. When Great Britain abandoned the 
gold standard, Continental Central banks definitely 
turned to the policy of gradually withdrawing the 
major part of their foreign balances. The maximum 
gold losses which are possible will not destroy this 
country. Our greatest danger is the loss of domestic 


confidence. 


——, 


THE MARKET UR most recent investment 
PROSPECT QO advice will be found in the 
discussion of the prospective 
trend of the market on page 136. The counsel em 
bodied in this feature should be considered in connec’ 
tion with all investment suggestions elsewhere in this 
issue. Monday, May 23, 1932. 
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Activity curve, accompanied by steadiness in 

the Common Stock Index, has given the 
Barometer a slightly more favorable aspect, it would 
be premature to conclude from this that the long reces- 
sion in production and trade has been definitely 
checked, for the normally dull summer season still lies 
ahead of us. But if the next few months can pass 
without further severe shock to public confidence, 
which has been continuously disturbed by political de- 
velopments at Washington, there is a fair possibility 
that the various measures to promote credit expansion 
which are now under way may lead to noticeable im- 
provement by autumn. Indeed signs of relaxation in 
credit conditions are already perceptible in the decline 
in our Cost of Business line and in the gradual rise 
in deposits of reporting member banks. 

As might have been expected from experience with 
previous depressions, the improvement in banking con- 
ditions has originated at New York and should in due 
time spread to other large cities and eventually reach 
the country banks. This appears from results achieved 
by the first five weeks of the Federal Reserve Board's 
vigorously renewed easy money program which has led 
to an expansion of 218 millions in loans and investments 
at New York, while banks in the interior report a 


Was the recent slight upturn in the Business 


decrease of 33 millions. It is regrettable, however, that 
governors of the Reserve banks should have found it 
advisable to begin easing the rate at which Federal 
Reserve credit is being pumped into our commercial 


banking system just at a time when expanding exports 


of gold and signs of renewed hoarding of money 
threaten to neutralize purchases of Government securi- 
ties if continued at a rate materially smaller than a 
hundred millions weekly. 

Of course it is scarcely to be expected that such 
modest beginnings of credit expansion could as yet have 
sufficed to finance any considerable increase in New 
Orders placed with leading industries throughout the 
country. In fact preliminary reports for the next point 
on the New Orders graph indicate little change in 
either direction from the low level at which new busi- 
ness was booked the month before. The majority of 
industries experienced a slight increase; but this is prac- 
tically offset by a rather sharp slump in one or two 
other lines. It is thus a little early to know whether 
or not the slight upturn now perceptible in our Busi- 
ness Activity index is in response to a quite recent in- 
flux of New Orders. If it is and the improvement 
could be maintained for a few weeks longer, it might 
lead to a responsive rise in the stock and bond 
markets. 
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Market Enters More 


Promising Phase 


While Wall Street and Washington Profess Concern 
Over Possibility of New Crisis, Investors Show No 
Signs of Hysteria—Securities May Have Discounted 
Second and Third Quarter Poor Business Reports 


By A. T. Mier 








the financial district and Wall Street regarded 5,000,000 
" at Washington of a new “The making of new lows in the late shares a day as “normal” and 
crisis, and of the imminent stages of a bear market throws just about dreamed of the coming of 10, 


necessity of doing something : ‘ as 000,000 share days on ever 
about it either by legislation or  @8 reliable a light upon the real position _;ising prices! 


otherwise. At the same time a @nd the prospect as did the making of new That, of course, was absurd, 
as we now see so clearly. Is 


morbid fear pervades the coun- : a ’ 
try that anything Congress may highs day after day in 1929.” it not possible that the present 


do will be disturbing. There mood, regardless of the many 
is a growing demand that Con- very real adversities which con- 
gress close up shop and go front us, is also heavily larded 
home. There are whispers of the possibility of mone- with illusion? We knew in the back of our minds in 1929 
tary inflation and even of a departure from the gold that there would surely be a top to the market, but illusion 
standard. ever moved the actual turning point further into the future. 
Seldom has the Wall Street atmosphere been so charged Now the apparent conception is that, while there will ulti- 
with pessimism; one might easily assume that the nation was _— mately be a bottom, it is not at hand or in early prospect. 
on the verge of collapse. Yet there is something puzzling in This view may prove correct for a dreary period of 
this psychology. It does not quite square with the visible months. It may soundly dictate caution in the making of 
facts. ‘ security commitments for some time to come, but it un 
Congressmen, to be sure, are doing a great deal of loose _questionably provides a very wide possible margin of error 
talking. They always do. The fumbling futility with which for those who choose at this late day to abandon all hope 
they approach the major problems of the day is genuinely and to sacrifice their investments for anything they will 
discouraging. Yet almost all of the legislation actually bring. 
completed thus far can be regarded as constructive, while 
destructive proposals still are confined to the oratorical field Risk of Premature Optimism 
and may very well fail of enactment, particularly as a grow- 
ing pressure of awakened public opinion exerts itself in the Of one thing we can be certain. This opinion that bot- eas 
tom is not in prospect will still be held by the majority of tho 7 
individuals when it has actually been made. There is, of thes 
No Hysteria in Investment Field course, considerable risk in premature optimism, but it 1s nha 
possible that it is no greater, even at present, than the risk the “4 
Moreover, if one examines the actual recent performance _ of over-staying the company of that mistaken speculative BF ac 
of the stock market, most sensitive barometer of the coun- majority which always assumes that any stock movement, The 
try’s underlying sentiment, it gives little suggestion of either up or down, must necessarily continue a bit further. lisen " 
hysteria. Whatever the public may be thinking or fear- With stocks which formerly sold above $100 a share now ieee, 
ing, it seems to be notably calm in its investment and _ selling at $5 or less there are doubtless those who are firmly prices 
speculative action. Indeed, the market appears rather stub- _ convinced that they constitute promising short sales. an uni 
bornly inclined t> sit quietly upon the fence and await the Various stocks have made new lows, and, according © FF j,4,. 4 
course of events. the familiar but somewhat superficial reasoning of the aver’ FR iy. 1) 
The best proof of this is to be found in a striking shrink- age trader, this is a bad sign, indicating the probability all 
age of trading activity. A volume of 1,000,000 shares at of still lower prices for these issues. Yet it need hardly reactior 
this writing represents a relatively active day. In some be pointed out that the making of new lows in the late put thi 
sessions the total has fallen to 700,000 shares. What a stages of a bear market throws just about as reliable a light ibe 
contrast to the time when, with the speculative pendulum upon the real position and the prospect as did the making &  . 
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of new highs day after day in the enthusiasm of 1929. 

Truly, there are many new lows, some in important 
stocks. But what stands out as one examines a chart of 
the price movement of recent weeks is that, so far as the 
general market average is concerned, weakness is more ap- 
parent and decisive in the current financial mood that in 
the actual price changes of stocks. 

During the months of March and April industrial stocks, 
as measured by a representative average, declined virtually 
without rally. The decline in this adjusted index was 
approximately 35 points, but during May thus far it has 
had a net extension of less than 5 points. In short, at 
precisely the time when sentiment has taken a turn for 
the worse, the market has exhibited tentative improvement 
at least to the extent of showing increasing resistance. 

Perhaps nothing has added to discouragement so much 
as the making of new lows by most railroad stocks, yet here, 
too, the chart shows a distinct flattening out of decline, 
whether temporary or not. During March and the first 
ten days of April this 
group declined ap- 
proximately 16 points 
on the average. 
Nearly six weeks have 
now passed and the 
low then made has 
been extended by ap- 
proximately 4 points. 
During the same 
period representative 
public utility stocks, 
which declined ap- 
proximately 10 points 
during March and 
early April, have 
added less than an- 
other 3 points to the 
movement. 

That resistance 
should begin to ap- 
pear, even without 
any significant change 
for the better in busi- 
Ness, is not surprising, 
for the total decline 
from the high point of 
March in the seventh 
major liquidating 
phase of the bear 
movement has 
amounted to, roughly, 
35 per cent. In per- 
centage, therefore, al- 
though not in points, 
this phase of reaction 
ranks well up with 
the two or three worst 
of the preceding six. 

There never has 
been a protracted bear 
market in which 
Prices moved down in 
an uninterrupted line. 
Indeed, the total of 
the rallies which occur in liquidating markets compares not 
at all unfavorably with the total of the phases of recurring 
reaction—even though it be difficult, if not impossible, to 
put this observation to practical use. This characteristic, 
gi the similarity of the scope of percentage decline 

9 the scope of previous declines and the precedent of some 
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degree of rally after each of the six preceding declines, alf 
combine to suggest that we may be approaching at least 
another interlude in the major movement, preliminary to 
a new phase of action as the trend of externai events sup- 
plies a fresh basis for the clarification of business and in- 
vestment judgment. 

The business position is regrettably bad. By splitting 
hairs it is possible to discern a faint improvement in con- 
struction, but a moderate percentage gain from so depressed 
a level is without general significance. The steel and auto- 
mobile industries have gained a trifle, but this also lacks 
general significance, since it is due chiefly to a seasonal rise 
in demand for automobiles and specifically to the concen- 
trated selling drive made by the three largest manufacturers 
of low-price cars. The railroad carloadings index shows 
a further widening of the decline, as compared with a year 
ago; and the index of electric power output, long resistant, 
has now accelerated its decline to a point which makes by 
far the poorest comparison of the depression, no doubt 
accounting for the re- 
cent additional dip in 
utility shares. 

The effect of busi- 
ness recession upon 
earnings is all too 
clear. In the first 
quarter of 1931 it 
was thought that we 
must be somewhere 
near the depths of 
depression, yet it is 
worth noting that 
239 industrial cor- 
porations earned 
$146,934,000 in that 
quarter and only $26,- 
238,000 in the first 
quarter of this year, 
a drop of 82 per cent, 
and, of course, only 
a small fraction of the 
earnings. of the first 
quarter of 1930. 

At first glance it 
might seem that, low 
as it is, the stock mar- 
ket has not yet ade- 
quately discounted 
this appalling condi- 
tion. That remains to 
be seen, but just as 
some. modicum of in- 
vestment reason was 
retained in the boom, 
it cannot be expected 
to vanish now. It was 
known in 1929, at 
least to some in- 
vestors, that United 
States Steel would 
not go on indefinitely 
earning some $20 per 
share annually. Some 
are now perfectly 
aware that it will not indefinitely earn nothing and that a 
point inevitably is reached in depression when future pros- 
pects outweigh current profits or losses. 

In any event, whether or not the market has made sufh- 
cient allowance for the trend of business earnings—which 

(Please turn to page 190) 
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q Uncertainty Is the Greatest Obstacle to Business Progress. 


q Are We Approaching the Dawn of Recovery? 


q Ample Production Facilities Are Available, Goods Are 
Actually or Potentially Abundant, Need Is Great, Prices Are 
at Pre-War Levels—Yet Business Lags. 


What Is Restraining Business 
Improvement? 


volume of business that required a money turnover of 

1,200 billion dollars. The turnover has now fallen to 
about 500 billion dollars a year, a decline of almost 60 per 
cent. Yet in the same period money in circulation has 
increased about 750 million dollars and bank deposits have 
fallen only 12 billion. The net decline in deposits and 
currency combined has been about 11 billion. This latter 
figure represents the fall during three years of what econo- 
mists call the nation’s unspent margin. 

A super-business man who had 60 billions of dollars in 
cash in 1929 and 49 billions now might feel some mental 
distress but he would not consider himself in a desperate 
position. Yet that is how the collective people of the 
United States look at their situation. With all this money 
in their pockets they are doing only about 40 per cent as 
much business as they did three years ago. Moreover, 
three years ago they were sated with property and their 
potential requirements of a necessitous nature were small. 
Now their need of goods has increased by three years of 
stinted purchasing, productive capacity in many industries 
has decreased through deterioration, obsolescence and bank- 
ruptcy. The population has increased by at least three 
million and production in some industries is only 20 to 40 
per cent of what it was seven years ago. The commodity 
price level has fallen about one-third, retail prices about 
20 per cent. 


- 1929 the people of the United States transacted a 





The unspent margin could be in- 
creased almost over night by a bit 
of business activity, and broadly 
speaking we have all the natural 
resources, means of production and manufacture that we 
ever had. The volume of the substantial wealth of the 
nation is not seriously impaired. The technical skill of our 
people is probably greater than ever and the individual 
labor unit more efficient. Five thousand bank failures have 
not broken down our banking fabric, the stock of gold is 
as large as it was in 1929, and all the physical facilities of 
distribution are as good or better than formerly. 


138 


Poverty in the 
Midst of Wealth 


By THropore M. Knapren 





Yet business slips and slips, banks lend fearfully if at 
all, the prodigious number of the unemployed grows, equity 
securities have fallen about 85 per cent in thirty months; 
and, as represented by them, the solid wealth of the United 
States is on the auction block with few buyers at any price. 
Even bonds are in so little esteem that a sale of a few dis 
tress documents will tumble the market five to twenty 
points. The decline in business, the slump in values, the 
collapse of incomes and the insolvency of millions has 
everywhere curtailed public revenues and provided every 
governmental organization in the land with grave fiscal 
problems. 

Figuratively speaking, we are starving to death in the 
midst of such plenty as neither the nation nor the world 
has ever known before. Somehow or other the system of 
exchange of goods and services has broken down. That is 
to say that the machinery of the medium of exchange— 
money in all its forms—is crippled. 

If some magical system of barter were possible whereby 
everybody could directly trade his surplus goods or services 
for the goods and services he direly needs prosperity would 
exceed all records. There is enormous potential demand 
and the physical capacity and materials with which to meet 
it. But buyer and seller are separated by a barrier over 
which only a portion of normal exchange can pass. Meas 
ured by desire and need there is no general over-production, 
perhaps never was. At least some reputable economists 80 
maintain. 





What then is the matter with the facilities 
Why We of exchange? Primarily it is failure of the 
Are Here _ international gold standard monetary sys 

tem to function normally. The cause 0 
that failure goes back to the war. The inflation of currency 
which was necessary to the financing of the great conflict 
took all the great nations except the United States off the 
gold standard. When they returned to it one of the com 
ditions of its proper functioning was lacking. That con’ 
dition was formerly expressed by the fact that the United 
Kingdom which had been the world’s chief creditor nation 
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was also the world’s greatest importer. As gold flowed to 
her from her investments she used it to pay for her vast 
import balance. The war made the United States the chief 
creditor nation. But the United States had an enormous 
export trade balance. Gold tended to flow to it, on balance, 
from the world as a whole. Equilibrium was maintained, 
however, in sufficient degree by the huge foreign invest- 
ments of the United States, which rose from a few billions 
toa total of 16 billions by 1930. When these loans began 
to fall off, following the shock of the stock market crash 
in 1929, U. S. gold supplies increased rapidly. 

In returning to the gold standard many nations were not 
able to procure enough gold to support their currencies, 
and so resorted to the expedient of carrying a part of their 
central bank reserves in exchanges of New York and 
London. Even France did this during the interval when 
it was accumulating sufficient gold. This explains why 
that nation had such large credits in New York and London 
—and still has. When the shock to American finance 
administered by the collapse of the stock market inflation 
began to affect business activity and banking policy, the 
nations having their reserves in New York became alarmed 
and began to withdraw them. As the business depression 
became critical in England they also withdrew their bal- 
ances from London. ‘That put their kind of gold standard 
in a precarious position. There followed, then, the great 
crisis of last spring and summer in central Europe when 
there were no longer American credits or loans to keep the 
monetary systems running. 


Up to that time the depression phase of 
the usual business cycle was proceeding 
rather normally in the United States, 
considering the enormity of the stock 
market inflation and deflation that set it going. The peril- 
ling of America’s huge stake in Central Europe, especially 
in Germany, was enough to stun American financiers and 


Crisis Piled 


On Crisis 


lor MAY 28 1932 


investors, but when the monetary crisis spread to England 
and all the world began to cash its credits in New York 
and London and take them out in gold, an acute European 
debacle was added to the difficulties of the normal de- 
pression here. The loss of 600 million dollars of gold in 
six weeks stunned the country and almost created a panic, 
which was attested by a hoarding of currency to the extent 
of about a billion and a half dollars in a few months’ period. 

Even after this enormous withdrawal of the yellow metal 
the United States still had 4,500 million dollars of gold, and 
France and the United States had between them nearly 70 
per cent of the world’s monetary gold. Inability to get or 
retain gold in sufficient quantities,—owing to its abnormal 
concentration in France and the U. $.—to maintain the 
convertibility of their paper money caused most of the 
nations of the world which had been on the gold standard 
to abandon it. When England cut loose from it in Sep- 


tember of last year it practically ceased to function inter- 
There was enough gold but it was not in the 


nationally. 
right places. 

Strictly speaking there are only two great nations in the 
world which remain on the gold standard in the sense of 
full freedom of international exchange and gold conversion 
at home—the United States and France. 

The dependable system of international price fixation and 
payment exists no more. 

Every nation is now full bent on measures of self-pro- 
tection which are the ruination of international trade, that 
is, to obtain a favorable balance of trade and an inflow 
of gold with which to prevent defaults on gold payments 
or to get in a position to return to the gold standard. 

The United States is the ultimate goat of this process as 
it was the world’s greatest exporting nation and also the 
world’s greatest creditor nation. Its investments abroad 
shrink daily in market value and collectibility and its ex- 
ports fall so fast that it may soon be an importing nation 
on balance. One way of stating the effect of the world 
collapse piled on top of our domestic disruption is that of 
the 8,000,000 men out of work 2,500,000 of them have lost 











their jobs through the curtailment of our foreign trade. 

Manifestly a fundamental step in the restoration of 
domestic prosperity is a restoration of normal international 
trade relations. That means, in the absence of something 
better to take its place, the restoration of the gold stand- 
ard, particularly in England which is still the clearing 
house of international trade. Econo- 





gather velocity as the present misery continues. If defla 
tion must be depended upon for the equilibrium it will make 
conditions worse before they are better. 

Naturally, people want something in the way of quick 
action and early results. Hence the demand for monetary 
inflation, and an artificial stimulation of prices. As prices 
will eventually take an upward trend 
it is asked, Why go through all the 











mists of the world at large and most 

















































































































of those of the United States are |] 2 7.55 om agony of business ruin to attain that 
agreed, however, that the gold standard E27 f = end, if increasing the supply of money 
= function normally, even if []x% ea = and credit will do it? The Federal 
restored, until the inter-governmental |] ¥ ~ Reserve is now pouring out a hundred 
debts are wiped out ty reduced to S 60 atl bested Kath = million dollars a week, with a deposit 
small proportions. So long as they ex- |] & 5 5—t+-++++++++++-+4 currency equivalent of a_ billion 
ist in a_ colossal sae A 14 RRA BY dollars, in the 












amount gold will 






















































































flow or be due to a 
the United States - A 
without regard is 
to the state of S 3.0t-NG \ 
trade. 3 26 

The probabilities 2 2.2 
are that the debts Kb Ma teadiedt F ? 











will be repudiated. 








hope that plentiful 




















































































































Fe re T .- = 7 potential credit 
od TEEL INGOT 
3 TPropucronf will be a 
$ in f It may be ques 
z 4 tioned whether the 
2 0 : United States can 
oll : 
iC sbislok RE Bled My eure alone jack Up 
prices. Besides 















prices are higher 








If Germany repu- 60 

















here now than abroad. Although the 





diates reparations, the nations she owes - = 














SeRecere 


abandonment of the gold standard by 































































































































































them to will repudiate their debts to |] 3 
the United States. ¥% 70 f England and other countries contrib T 
That is why the coming Lausanne ]| x oS uted powerfully to a decline in prices 
conference of the reparation nations is |} 2 ©5HCommopmy PRICE INDEX = of commodities here, as well as of tally 
of so much importance to the United oon ee ee stocks and botds, prices fell more in more 
States, and has such a bearing on our Bh ten oad Rack tie din MH 7 ad England than here. Prices in England Or 
domestic situation. Until reparations have fallen since last September by 20 larity 
are definitely disposed of there per cent and here only by 10 per cent. erenc 
will be no economic peace and order in Europe, and Sinking the gold standard in England was deflation instead of a 
that is true also of politics. Without tranquility in of inflation. arbiti 
Europe we shall be disturbed. The repudiation of Elevation of the general price level is desired in order ary 
the allies’ debts to the United States would be a to reduce the hardship of debtors who contracted debts Cana 
fiscal shock to our government, as it would deprive it when prices were high. To illustrate: It takes 60 bushels of is ur 
of an annual average revenue of 400 million dollars for the wheat now to pay a debt that meant only ten bushels if trade 
next 56 years, which would have to come out of the it was contracted in 1919. only 
American taxpayers. It would, however, be hailed with But no amount of expansion of money will raise prices ume 
a sigh of relief by the financial community, which would unless the money gets into circulation. The question i is so 
call it a small price to pay for our share of world prosperity. | whether plentiful money will flow out of the banks and As 
A second cause of business disruption in the United give business a start or whether business will have to pul States 
States, whether primarily due to the wrecking of the in- it out of the banks. At present the potential borrower which 
ternational gold standard or not, is the continuous fall in says the banks will not lend and the banks say there is no 1929 
all prices and great disparity thereof between raw materials potential borrower worth lending to—so nothing doing wor 
and foodstuffs and finished goods. When it takes the wheat So there are some dependable authorities in economics and Cana 
yield of an acre of land to pay for a pair of shoes, fifteen practical business who say that the only sure-fire borrower, financ 
tons of coal to buy a shoddy suit of clothes, a 500-pound Uncle Sam, will have to step in and break up the descend: ina 
bale of cotton, from two acres, to pay for an overcoat, five ing spiral of “letting George do it” by spending a lot of lems. 
barrels of petroleum to get a hat, a thousand feet of lumber money. rough! 
at the mill to pay for the haulage of another thousand to President Hoover seems to have been converted to that JJ when 
the consumer, and a dozen eggs for a loaf of baker’s bread, belief, and presently we shall have direct governmental finan gather 
trade will fall to the lowest limits of human endurance. cial aid to key construction enterprises, partly to relieve Ww usine 
When it takes 200,000 pounds of rubber in Malaysia to employment and partly to siphon money out of the banks ton Bu 
buy a flivver, automobile exports will not thrive. into productive investments from which it will flow ino Mg t 
The prices of finished goods must come down or those other enterprises, which having valid new businesses © which 
of raw goods must go up if there is to be a tolerable parity _—finance will get a smile instead of a frown from a banktt of dif 
of values, without which exchange of the two cannot when invited to do business. If this subsidized activity ‘es, | 
prosper. The declining consumption of finished goods will should become contagious loans will expand, prices wil Period 
eventually take care of their prices. But they put up a rise and business will move. The process will likely though 
stubborn fight. Curtailed production of the raw stuffs will very slow at best, but in view of the fact that the nation busines 
eventually lift their prices. But this is an agonizing process, __ has 50 billion dollars of unspent margin besides a nation! that of 
for during the first stages curtailment of production does income of at least 60 billion dollars, from which it is pr low 
not check the fall in price, and the curtailer finds that he ably adding more to the unspent margin than it was when It is 
is daily selling a smaller volume for a less unit price. It the income was 90 billion dollars there is a chance that! that a 
will take a lot of deflation yet and much economic disrup- might leap forward. We have the currency and cred oy 
0 


tion to bring about an equilibrium, but the process will 
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Imperial Conference Threatens 
U.S. With Loss of Largest 


and Nearest Customer 


Canada’s Situation in Midst of World- 
Wide Depression and Tariff Problems 
of Vital Interest to American Business 


By J. A. STEVENSON 


any other nation, and Canada sells more to the 
United States than to any other country. Inciden- 
tally Canada and the United Kingdom alternate in buying 
more from the United States than any other country buys. 
Owing to territorial contiguity, unity of language, simi- 
larity of ways of life and economic standards and pref- 
erences Canada may be conveniently considered as a part 
of a general economic unit which has. been cut off by an 
arbitrary international bound- 


- United States buys more from Canada than from 


producing food and, even if their cash incomes may be 
modest, are rarely in danger of want. But in the indus- 
trial areas unemployment has been rife and last winter 
at least 400,000 people had to be succored either with direct 
relief or through a program of special public works or- 
ganized by the Federal Government in co-operation with the 
municipal and provincial authorities. This latter system, 
however, has proven very expensive, it being estimated 
that for each day’s work provided $10 was added to the 

debt of some public authority 





ary line. Trade between 
Canada and the United States 
is unlike any other foreign 
trade. It is important not 
only because of its great vol- 
ume but because its character 
is so much like internal trade. 
As in the case of the United 
States, the business depression 
which began in the fall of 
1929 has grown progressively 
worse and has_ involved 
Canada’s government and her 
financial and business leaders 
in a variety of baffling prob- 
lems. Business is now back 
roughly to the level of 1925, 
when the late boom began to 
gather momentum. The latest 
business survey of the Domin- 
ion Bureau of Statistics, cover- 
ing the month of March, 
which gives weighted indices 
of different economic activi- 
ties, based on the six-year 
period 1919-24, shows that al- 
though the physical volume of 
business was then 26.4% above 
that of the base it was 10.7% 
below that of March. 1931 
It is fortunate for Canada 
that almost one-half of her 
Population are farmers and fish- 
olk, who are engaged in 
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Photo from Nesmith 


Canada Exports Over 100 Million Dollars’ Worth of 
Wood and Wood Pulp to the U. S. 


1 and the Federal Government 
has now decided to abandon it 
and conserve its resources for 
direct relief. 

The consequences of the de- 
pression have been felt in 
every sphere of Canada’s eco- 
nomic life. With wheat sell- 
ing at 60 cents per bushel, eggs 
at 10 cents per dozen and bu- 
ter at 8 cents per pound, the 
purchasing power of the farm- 
ing community has been at its 
lowest ebb for years and peo- 
ple engaged in the other great 
natural industries of lumber- 
ing, fishing and mining have 
been in a similar plight. In- 
evitably the manufacturers, al- 
though enjoying since Septem- 
ber, 1930, higher protection 
than ever before have found 
the consuming capacity of the 
home market so diminished 
that most of them have been 
operating their plants far be- 
low capacity. The important 
newsprint industry has been 
reduced to a parlous condition 
with its operations now little 
above half its rated capacity 
and in the mining field only 
the gold mines have been en- 
joying any prosperity. The 
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passing or reduction of 
dividends has been a fre- 
quent occurrence and 
there has been a substan- 
tial curtailment of the 
national income for which 
some compensation has 
been found in a sharp fall 
in the cost of living. 

One satisfactory feature 
has been the remarkable 
soundness of the banking 








Our Trade With Canada 


U. S. Exports, 1921-1931 
(Yearly average) 
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almost two-thirds of her 
imports from the United 
States and sells to her 
about two-fifths of her ex. 
ports. 

But trade is only part 
of the stake that the 
American people have in 
Canada. The latest avail. 
able data about foreign 
investments as of January, 
1930, show that of a total 


situation. Apart from a 
small western bank which 
operated in a limited area . 
and became so embar- 

rassed through frozen 
farm credits that it had 
to be taken over by a 
larger bank, no Canadian 
bank has closed its doors 
during the depression and 
although one or two of 
them have not been with- 
out their troubles, a safely 
liquid position has been 
maintained and ample 
credit facilities for all 
legitimate enterprises have 
been available. 

Moreover, in the past a 
year the position of the 
Canadian banks has been 
strengthened by an inflow 
of a substantial volume of 
American deposits, whose 
advent is counted a testi- 
mony to the stability of 
the Canadian system of 
branch banking. The dis- 
count of the Canadian 
dollar in New York, for 
the time being stabilized 
around 10%, has seriously 


$416,470 
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of foreign investments val- 
ued at $6,125,95'7,000, the 
United States contributed 
$3,726,745 ,000 or roughly 
three- fifths, the British 
share being $2,228,024, 
1* 000 and other foreign 
countries holding $171, 
188,000. Of the Ameri 
can investments roughly 
50 per cent were in gov. 
ernment and public utility 
securities and 50 per cent 
in other securities chiefly 
industrial and mining. On 
January 1, 1930, there 
were in Canada 1,071 
branches, subsidiary and 
affliated establishm ents 
(exclusive of 39 firms as 
sociated through the us 
of patents) which were 
controlled by American 
capital with an estimated 
value of 13% billion dol- 
lars. Moreover within the 
past fifteen months the 
number of these plants has 
undergone a_ substantial 
increment, partly as the 
result of the raising of the 
Canadian tariff and partly 
from the desire of Ameri: 


re 


orn omitted) 
$17,872 





1929* 1931* 
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$9,437 

















embarrassed governments 
and business interests with 
obligations maturing in the United States but it has also 
operated to provide the Canadian manufacturer with addi- 
tional protection against American competition; in regard to 
countries whose currencies are depreciated compared with 
that of Canada, the Government has taken corrective meas- 
ures to safeguard Canadian industry by means of special 
dumping duties. In the past two years Canada’s foreign 
trade has experienced a drastic decline. Imports in 1931 
were $628,098,386, and exports, $617,243,023. Contrast 
this with the figures for 1929, in which year imports were 
$1,298,992,692, and exports, $1,208,338,430. 

The percentage decline was greater in imports than in 
exports and protectionist elements discern a complete justi- 
fication for higher tariffs in the fact that during 1931 
Canada’s adverse trade balance had been cut to below 10 
million dollars as compared with adverse balances of 103 
and 90!4 millions in 1930 and 1929 respectively. 

For years past Canada has doing about half her total 
foreign trade with the United States and the accompanying 
table indicates that, while there has been a sharp contrac- 
tion of the volume, the relative proportion of American- 
Canadian trade to total trade has not undergone much 
change. Despite the steady growth of tariff barriers on 
both sides of the boundary, the Dominion still secures 
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can interests to get the 
benefit of the preferential trade arrangements of the British 
Commonwealth and the total value of such establishments 
is probably now about two billion dollars. Accordingly, 
any measures which promote the recovery of Canadian 
industrial prosperity will have favorable reactions directly 
on two billion dollars’ worth of American capital and in 
directly on almost as much more. 

Another very important factor in the national economy 
is the American tourist trade. Since the advent of pro 
hibition in the United States the liberality of the Canadian 
liquor laws has played a considerable part in attracting 
American visitors. During the last two years the volume 
of this traffic has been sustained in remarkable fashion, 
largely because many Americans who formerly crossed the 
Atlantic, for motives of economy now content themselves 
with a holiday in Canada. Even in 1931, a year of de 
pression, there was under this heading a credit balance in 
tourist expenditures in favor of Canada (mostly contributed 
by the United States) of roughly $174,000,000 which was 
exceedingly useful in helping to balance Canada’s inter’ 
national account. 

But Canada has no ambition to be a second Switzerland, 
and it is upon the development of her natural resources that 
her people pin their faith for future expansion. At present 
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Canada is up against a very difficult situation arising from 
the fact that she has provided herself with a physical equip- 
ment in railways and other plant far in excess of the needs 
of a population of 101% million people. In these days of 
depression the overhead charges of this plant and particu- 
larly of the railways are proving an onerous burden and as 
Premier Bennett recently stated in the House of Commons 
the only real remedy for the problems created by them lies 
in an increase of the population by immigration. 


Canada Looks to Imperial Conference 


But with so much unemployment there is obviously no 
room in Canada for any immigrants until both agricultural 
and industrial prosperity are restored and at the moment 
hopes are being chiefly directed to the Imperial Economic 
Conference which is to open in Ottawa on July 21. This 
Conference was originally convened simultaneously with 
the Regular Imperial Conference in October, 1930, in Lon- 
don at the instance of the Canadian Conservative Ministry 
which had come to power two months before. However, 
its deliberations came to naught because the free trade 
views of the Labor Ministry of Ramsay MacDonald were 
an insuperable obstacle. So this Conference was adjourned 
and after many postponements it is now to resume its 
labors in Ottawa. Meanwhile the situation has been 
radically changed by the installation in office in London 
of a national government which has endowed Britain with 
a complete tariff structure and embodied in it the preferen- 
tial privilege of free entry for Dominion products. 

There is, however, a large body of British opinion which 
feels strongly that Britain has received rather ungenerous 
treatment in recent years from dominions like Canada and 
Australia whose tariff increases have made their British 
preferential rates more or less paper privileges, productive 
of very little business and the following figures (in pounds 
sterling) illustrate how one-sided the present trade arrange- 
ments are from the British viewpoint: 


Sold to Bought from 
1931 Great Britain Great Britain 


Trish Free State 30,418,960 
British India 6,047,331 
A lia a 14,558,804 


South Africa 
New Zealand 
Newfoundland 


So there are indications that the British Government in- 
tends to have a showdown at the forthcoming Imperial Eco- 
nomic Conference. In the past when the results of such 
conferences have been abortive, the dominions have laid the 
blame for their failure upon the stubborn free trade proclivi- 
ties of Britain. But the British have now entrusted the 
management of this conference to the leading dominion, 
and they have built a tariff structure which leaves dominion 
products on the free list; so if it fails they will be in a 
position to attribute the responsibility to the selfish pro- 
tectionist inclinations of the dominions. 

The British delegates obviously intend to ask the 
dominions for much freer ingress for British manufactured 
products to dominion markets than they now enjoy, and 
will not be content with minor concessions. Plain notifi- 
cation has indeed been given by British ministers that if 
the dominions do not. make satisfactory concessions, then 
Britain holds herself free to make trade bargains with some 
of their competitors like Denmark and Argentina; further- 
more the privilege of free entry under the British tariff 
had been deliberately not made permanent, but the duties 
have merely been suspended for Dominion products until 
November 15, when the results of the Conference will be 
known. Britain has therefore in reserve strong bargaining 
power and is determined to use it to break down the tariffs 
of the dominions in favor of her goods. Her leaders cal- 
culate that powerful interests in Canada, anxious to retain 
free entry to the British market, will range herself on the 
side of concessions; the Canadian millers, for instance, are 
greatly apprehensive of the effects that a British duty on 
flour would have upon their export trade. 


A Tough Tariff Bartering Problem 


So the Conservative Ministry which is now in power 
at Ottawa finds itself in a delicate dilemma; it obtained a 
mandate for office by what was styled the “Canada First” 
policy of higher protection and in pursuance of its cam- 
paign pledges has given the Canadian manufacturers greater 
immunity from external competition than they have ever 
before enjoyed. It now finds itself faced with the prospect 
of being asked to reduce this immunity for the benefit of 
British manufacturers, and with the alternatives of either 
disappointing hopes which have been raised in Britain or 

(Please turn to page 187) 
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q Numerous proposals from both business and political leaders 
suggest huge Federal bond issues to fmance extensive public 
improvements, provide employment and stimulate business. 


q Is a large increase in the public debt justified? Will it produce 
the results expected? Does it provide a way back to normal, 
or is it just another uneconomic expedient? 


Billions for Public Works! 


By Laurence STERN 


ISTORY records that many of the beautiful temples 
H of Thebes, ancient capital of Egypt, were built by 
the Pharaohs in an effort to revive employment and 
business after devastating wars. Some of the ruins of these 
monuments, like the Pyramids, still stand for tourists to 
visit. Otherwise, they have never been productive. They 
did not save the business of Egypt. 

For centuries, especially during periods of hard times, 
men have toyed with the theory of manufacturing employ- 
ment and a demand for goods by the expenditure of public 
money or resort to the public credit. There is no historical 
evidence that such efforts ever have been successful. 

Nevertheless at the present time we find Congress firmly 
convinced that it possesses the magic power to legislate a 
business revival, even though it be torn by disagreement 
as to the precise formula that should be used. There is a 
general agreement, however, concurred in by President 
Hoover, that the major remedial experiment next to be un- 
dertaken is a vast, Government-sponsored program of cre- 
ated work. 

The movement is not without political aspects. For 
months agitation has been growing for a huge Federal bond 
issue, the proceeds to be used for public works. The totals 
suggested have ranged from 2 billions to 5 billions of dol- 
lars. Various political and business leaders of unquestioned 
ability and sincerity, including Alfred E. Smith, Owen D. 
Young, Senator Robinson, Democratic leader in the Upper 
House, Speaker Garner of the House of Representatives, 
and Edward A. Filene, have publicly favored proposals of 
this kind. 


To Hold Plan Within Limits 


In partially yielding to this agitation President Hoover 
is clearly motivated by a desire to restrain any such un- 
dertaking within sane and controllable limits, as is evidenced 
by his insistence that its administration be placed solely in 
the hands of the Reconstruction Finance Corporation. 

The tentative program which Congress, at this writing, 
is seeking to mold into definite form originated in a recent 
speech by Senator Robinson. The Senator advocated a 
direct Government bond issue of 2,300 millions of dollars, 
300 millions to be used for unemployment relief through 
loans to cities and 2 billions to be expended in productive 
public or private works. Such loans, the Senator argued, 
should be on a sound business basis and should be of self- 
liquidating character. 

The specific plan proposed by President Hoover goes still 
further in the direction of safeguards, while resting on the 
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cardinal principle that funds be advanced only to such pri 
vate and public enterprises as are literally and assuredly 
productive. This plan contemplates no direct Federal bond 
issue and, hence, would not disturb the task of budget 
balancing. Nor does it contemplate non-productive public 
works, such as highways. 

President Hoover suggests that the plan be carried out 
through broadening the powers and financial resources of 
the Reconstruction Finance Corporation. The corporation 
would be authorized to issue an additional 1 billions in 
debentures, making its total authorized capital 3 billions. 
Investors, rather than the Treasury or banks, would be 
expected to purchase the additional debentures. 

Out of the expanded resources, 300 millions would be 
used in direct unemployment relief, either in loans to states 
for which such borrowing is legally possible or by purchase 
of state bonds, the proceeds of which would be used for 
relief. It is proposed by Mr. Hoover that 40 millions be 
applied to “export agricultural aid.” The balance of 1,160 
millions would be loaned to private business for “reproduc: 
tive enterprises, assured by contracts” and for such self- 
liquidating projects, public or private, as toll bridges, toll 
tunnels and so forth. 

Some form of direct, Government-sponsored aid to the 
unemployed may be necessary. It is not the purpose of this 
article to deal at length with this phase of the program, 
although it may be ventured, in passing, that relief of 
distress through taxation would be infinitely sounder than 
issuance of long-term bonds for a purpose so transient. 
The item of 40 millions for “export agricultural aid” also 
may be passed over. 


To Increase Employment and Stimulate Business 


The paramount question, and that involving the largest 
proposed expenditures, centers in the project—whatever de- 
tailed form it finally may take—for a mobilization of capt’ 
tal, under Government sponsorship, and its use to increase 
employment and stimulate business. 

There is a sharp cleavage of opinion as to methods of 
financing and administration, and likewise regarding the 
purposes in which such funds should be employed. Both in 
and out of Congress there is strong support for a direct 
United States Government bond issue of 2 billions or more, 
the proceeds to be used in public works, such as super 
highways and public buildings, regardless of the fact that 
such assets, while admittedly of great social value, af 
neither self-liquidating nor financially productive. It 
appears likely at present that the final plan will have © 
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represent some compromise between the existing opposing 
points of view. 


Broadens Federal Program 


The effort will represent a distinct development in the 
Government's gradually broadening anti-depression policy. 
It will be the second positive or aggressive step to stimulate 
business, the first being the Federal Reserve System's pro- 
gram of “controlled inflation” through open market opera- 
tions. All previous measures, such as the Reconstruction 
Finance Corporation and the Glass-Steagall Act, were 
essentially defensive. 

In economic theory there is little that can be said in 
criticism of President Hoover's conception of the direction 
which the proposed stimulation should take and there is 
much sound argument in its support. Its administration by 
the Reconstruction Finance Corporation, already organized, 
would be, to an important extent, a safeguard against waste, 
extravagance and poor business judgment, and unquestion- 
ably would be decidedly preferable to the establishment of 
a separate administrative body sub- 
ject more directly to political in- 
fluences. 

Still more important, however, 
is the distinction between financing 
through sale of debentures to the 
investing public and the issuance of 
Government bonds which, if the 
interest rate is to be reasonable, 
would only be taken by banks, in- 
volving a further absorption of 
banking resources by Governmen- 
tal credit. 

Various flaws can be pointed out 
in Mr. Hoover’s proposals. Under 
existing conditions it may well be 
doubted that the public will be 
avid to invest 1,500 millions of dol- 
lars in the debentures. If they 
were induced to do so by a high 
coupon rate, such financing could 
scarcely fail to 
affect adversely 
the prices of ex- 
isting bonds of in- 
vestment quality. 
For the banks to 
assume the major 
part of the load, 
on the other 
hand, would be 
dangerous at a 
time when they 
continue to strive 
for liquidity and 
maximum safety. 

Perhaps no part 
of the plan is 
more uncertain ‘ 
than the proposal 
to finance private, 
reproductive busi- 
hess undertakings, 
assured by con- 
tract. Senator 
Ro binson has 
cited the example 
of an unnamed 
manufacturer who 
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Photos from Nesmith and Port of New York Authority 


Holland Tunnels Under Hudson River and Bear Mountain Bridge— 
Two Types of Self-Liquidating Public Works 


can show a contract for the sale of a specified volume of 
production, but who lacks credit to undertake that produc- 
tion. Whether there is any substantial number of genuinely 
sound projects of this kind available in the country is cer- 
tainly conjectural. Most bankers assert emphatically that 
there is a plethora of credit available for sound business 
undertakings and that there is a scarcity of safe credit risk. 


Financing Private Business Unsound? 


Bearing in mind that the essential purpose of the plan is 
to create employment, it is at.least questionable whether 
it is sound policy for a governmental agency to undertake 
financing of private business along lines not now acceptable 
to commercial banks, which are hard pressed to find safe 
and profitable means of employing surplus funds. 

On the financing of productive and self-sustaining public 
improvements there can be no dispute. Various successful 
projects of this type are in operation. Notable among these 
is the Holland Tunnel under the Hudson River, built by the 
Port of New York Authority, creation of the states of New 

York and New Jersey, but financed 
by private investors through the 
purchase of bonds. The George 
Washington Memorial Bridge over 
the Hudson, also built by the Port 
Authority, is another such success- 
ful undertaking. So is the private- 
ly-constructed Bear Mountain toll 
bridge. 

An undoubted need exists for 
various additional improvements of 
this type. A toll tunnel under the 
East River, connecting the Bor- 
oughs of Manhattan and Queens 
in the City of New York, would 
unquestionably be profitable. A 
tri-borough toll bridge, connecting 
Manhattan, Bronx and Queens 
possibly would prosper. So might 
a toll basis for the West Side ex- 
press highway under public con- 

struction at pres- 
ent in New York 
City. 

Without a de- 
tailed survey, it 
is, of course, im- 
possible to esti- 
mate the volume 
throughout the 
country of pro- 
ductive and prac- 
tical public works 
of this kind that 
could be under- 
taken.. It must be 
borne in mind 
that the element 
of business risk 
cannot be entire- 
ly divorced from 
such works and 
each would have 
to be soundly 
considered on its 
business _ merits, 
without regard 
(Please turn to 


page 186) 
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ailroad Over-Capitalization 
Can Be Relieved Without 


Receivership 


What the Recent I. C. C. Order Really Means 
to Frisco and Rail Security Holders in General 


By Prerce H. Futton 








ESS debt, lower 
L, expenses, bal- 
anced budgets. 
This is the remedy 
prescribed by Presi- 
dent Hoover, bank- 
ers, corporation off- 
cials and the hum- 
blest economists for 
curing what the late 
Paul Warburg, in- 
ternational banker, 
so aptly termed, 
“world sickness,” 
commonly called 
“the depression.” 
Under present 
conditions, however, 
reduction of debt is 
far more difficult 


*Funded Debt 


Railroad (000 omitted) 


Baltimore & Ohio 


Missouri Pacific 
Nickel Plate 154,794 
$17,912 
Southern Pacific 
Southern Railway 

478,838 


its figures above for funded debt. 





Railroads with Large Funded Debt 


AS OF DECEMBER 31, 1931. 


Per Mile Chgs. 
Funded Debt (000 omitted) (000 omitted) 
$106,480 


* Includes only debt, including equipment notes, in hands of public; Southern 
Pacific, for instance, has $147,685,000 owned by company which is not included in 


larly bonds — and 
bankers, when, in its 
report on the ap 
proval of a loan by 
the Reconstruction 
Finance Corporation 
of $1,800,000 to the 
St. Louis-San Fran: 
cisco Railway, it 
stipulated that the 
applicant, on or be 
fore July 1, next, 
submit “a plan to 
effect a substantial 
reduction in its fixed 
interest charges.” 
This _ stipulation 
is without precedent 
in the history of 
the commission, 9 


Fixed Available 


for Chgs. 


$30,263 
12,427 


$35,349 
115,362 11,668 
49,891 13,322 10,849 
55,034 19,972 21,860 
91,162 7,346 7,401 
41,011 13,875 13,697 
49,391 29,896 38,090 
43,198 14,285 8,588 
42,364 23,003 9,190 

















than cutting expenses, 
or even balancing 
budgets. In fact, with respect to long-term debt, it has 
seemed practically impossible, until prices for securities re- 
cover greatly. 

Still, reduction of debt, even in these times, is something 
that must be given careful consideration. This magazine, 
in an article on February 20, last, on railroad maturities 
this year, emphatically set forth that unduly large debt was 
the most menacing feature in the financial structure of the 
so-called “weak” companies. The statement was then made 
that this debt must be reduced, chiefly because of the ever- 
increasing difficulty of getting sufficiently large gross earn- 
ings, out of which to carve net for the heavy fixed charges 
on that debt, and to meet other imperative requirements. 

Since then there has been a better realization of this fact, 
and much has been said and written about the difficulty that 
the railroads with large funded debt will experience, even 
with considerab'y better earnings, in making a fair return 
for their stockholders. 

The I. C. C., the Federal supervisory and regulatory 
body of the railroads, which passes on all issues of their 
securities, threw at least a fair-sized bomb into the camp 
of railroad officials, owners of railroad securities—particu- 
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far ascan be recalled. 
By some authori 
ties it has been characterized as being as radical and un 
justifiable as unprecedented. It has been alleged, also, that 
this requirement represented the arrogating to itself of stil 
greater power, and even determination to settle a score with 
the Reconstruction Finance Corporation as to the scope 
of the latter's authority in passing upon loans authorized 
by that body. 

However accurate or false these ideas may be, the fact 
remains that the ruling raises many important questions in 
the minds of owners of railroads securities—notably bonds 
—and likewise in the minds of all careful students of the 
position of the railroads, not only now, but as traffic and 
earnings improve materially. Here are some of the most 
obvious and vital points to be considered by all directly 
interested and involved: 


1—Was the I. C. C. accurate in declaring that the 
“Frisco” is “over-capitalized?” 

2—Was it justified in expressing the opinion, without 
reserve, that, “We do not believe that this carrier 
[‘Frisco’} can operate successfully in the future without 
a reduction of its fixed charges?” 
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3—Is the Commission likely to take a somewhat similar 
position with respect to other so-called “weak” railroads? 

4—Did it have “something in the back of its head” in 
making the “Frisco” ruling? 

5—Can this ruling be complied with by that company? 

6—If so, would such a procedure be better for owners of 
its bonds and of railroad bonds generally than receivership, 
foreclosure and the customary reorganization? 

7—What are the more likely and practicable ways to 
bring about a readjustment of “Frisco’s” capital structure 
without receivership? 

8—What should its bondholders and stockholders do, 
when asked to co-operate on a plan to relieve the present 
critical situation? 

9—With cutting down of fixed charges of “weak” rail- 
roads by readjustment of capital structure without receiver- 
ship, foreclosure and reorganization, would the outlook for 
their securities be materially improved? 


Some Plain Talk to Investors 


From this point on this article calls for plain speaking 
if it is to be helpful to owners of “Frisco” securities and 
of other railroads struggling with a heavy debt, and against 
which a ruling similar to that in the case of the “Frisco” 
may be made by the I. C. C. 

There has been a lot of loose talk about the requirement 
made by that body with regard to the “Frisco.” For in- 
stance, it has been asserted rather generally that the road 
must carry through a readjustment of its capital structure 
on or before July 1, next. This is not so. It would be en- 
tirely impossible. ‘The Commission is well aware of that 
fact. 

This inaccurate assertion already has caused prejudice 
against the Commission and against any plan that may be 
submitted by the company in 
due time. The exact wording 
of the order is: “That before an 
advance upon the loan [$1,800,- 
000} is made, the St. Louis-San 
Francisco Railway Co. shall 
agree with the Reconstruction 
Finance Corporation to present 
to this Commission [I. C. C.}, 
prior to July 1, 1932, a plan to 
effect a substantial reduction in 
its fixed interest charges.” The 
letter in which the company 
agreed to do this was mailed 
under date of May 4 and the 
proceeds of the loan received 
two days later. 

A plan will be presented to 
the Commission well in advance 
of July 1, as approval must be 
obtained before that body will 
consider sanction of a further 
loan to meet July 1 require- 
ments, in excess of $9,000,000, 
and of which $5,974,722 con- 
sists of bank loans. It is ex- 
pected that the institutions hold- 
ing those loans will be required 
by the Reconstruction Finance 

Orporation to extend approxi- 
mately 50 per cent of the total. 
If this is not done, and the Re- 
‘onstruction Finance Corpora- 
tion does not grant its aid and 
the I. C. C, approve a loan for 


for MAY 28, 1932 


H. Armstrong Roberts Photo 


the balance, receivership is inevitable. “Frisco” officials, 
counsel and bankers are hopeful of averting it. 

Just why did the Commission make the seemingly radical 
ruling in the case of the “Frisco”? In the absence of a 
specific statement by that body, which it will not make, the 
following may safely be taken as the chief reasons: The 
Commission feels in duty bound to see that the Reconstruc- 
tion Finance Corporation gets the best security that the 
railroads seeking loans can give. In fact it is required by 
the Act under which the Reconstruction Finance Corpora- 
tion was created to do this very thing. 

The former body believes that the “Frisco” is over- 
capitalized, that its fixed charges are so heavy that it can- 
not “operate successfully,” even with better earnings. The 
Commission knew that this road must borrow considerably 
more money this year, even for July 1 requirements, as 
already indicated, if it is to keep afloat, and that it had 
about, if not actually, reached the limit of its ability to 
produce collateral for loans. Accordingly the Commission 
felt that there was only one thing to do if this road was to 
keep out of the courts, and the Government be reasonably 
protected in its efforts to make this possible, viz., to reduce 
fixed charges materially, so that in anything like normal 
times the company could take care of itself and not borrow. 


Who Is To Blame? 


Whether the I. C. C. or the company was to blame for 
the present capital structure of this railroad is not the vital 
point at this critical juncture in its history. Of course, 
both were to blame, and likewise the stockholders, so far 
as they were called upon to act upon the reorganization 
plan in 1916 and the changes that have been made in the 
capital structure in the meantime. The thing to do now 
is to find the best way to get the company out of its 

dilemma. There is reason for 
believing that the Commission is 
as eager as the company’s ofh: 
cials and directors to do this. 

There is another reason why 
the Commission made the ruling 
it did in the case of the “Frisco.” 
It wants, if possible, and be- 
lieves it can be done, to save 
for the company the big ex- 
pense of receivership, fore- 
closure and reorganization, all 
of which has been excessive in 
every particular—receivers’ sala- 
ries, or fees, lawyers, bankers 
and so-called “protective” com- 
mittee fees. This assertion is 
made upon the authority of one 
of the highest standing railroad 
lawyers in the United States, 
and who for many years has 
been general counsel for one of 
the outstanding railroads. The 
writer could set down here in 
considerable detail, out of his 
personal knowledge and _ recol- 
lection, some of the big amounts 
that railroad receiverships and 
reorganizations in the last 30 
years and more have cost. The 
Frisco” was no exception when 
it was reorganized in 1916. 

Its security holders should 
bear this point in mind when 

(Please turn to page 184) 
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j ITH a wry smile the presi- 
W dent of a large oil com- 

pany remarked at a stock- 
holders’ meeting recently that he 
would have been well pleased to 
turn over all net profits for 1931 
to the Government if the company 
were allowed to keep the taxes. This calls to mind the cur- 
rent wisecrack in which a complaining taxpayer is quoted 
as saying to Uncle Sam: “You take the income and I'll take 
the tax.” 

A sense of humor no doubt is the saving grace of the 
American public, but, unfortunately, there is nothing funny 
in the realities of our present tax situation. The fact is 
that all of us are working for government—Federal, state 
and local—nearly one week out of every three at the pres- 
ent time. In 1913 expenditures of all forms of government 
in this country amounted to 2,919 millions of dollars, which 
was 8 per cent of the national income of 34 billions. In 
1929 governmental expenditures were 13 billions and this 
was 15 per cent of the national income of 85 billions. In 
1930 our income was 71 billions and 20 per cent of it went 
for the cost of government. The national income in 1931 
shrank to 52 billions, but government increased its outgo 
to 14 billions and this was 25 per cent of the income. There 
has now been a further substantial shrinkage in income. 
Conservative estimates place the 1932 figure at 45 billions. 
It may be less. The cost of government, unlike everything 
else, has not been reduced. It will be at least 14 billions 
this year. It may be more. At best, it will absorb approxi- 
mately 30 per cent of the national income. 

One need not be an economist to wonder how normal 
trade demands can possibly be sustained under a tax burden 
so onerous. We are slow as a nation to awaken to the facts, 
but they will remain with us and in due time will force 
their own correction. They constitute a literally impossible 
situation, as Congress will find when it tries to collect the 
added taxes now being devised. 


Business Abroad Still Goes On 


We have a happy faculty in the United States of deriving 
considerable satisfaction and assurance from the assumption 
that, bad as is our economic lot, it is not as bad as that of 
foreign countries. On the whole, this optimistic generaliza- 
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tion probably is true, for our living standards, even in 
depression, certainly are higher than those of Europe. Occa- 
sionally, however, information comes to hand which rudely 
jolts this smug complacency. What is one to think, for 
example, of the startling statement in the recently issued 
1931 report of the International Telephone & Telegraph 
Co. to the effect that its foreign business held up relatively 
well last year, while its business in the United States was 
poor? Here is a company of which many investors doubt- 
lessly would be sceptical because of its foreign interests! 
Along the same line the chairman of the American Radiator 
& Standard Sanitary Corp. states in a letter to stockholders 
that the business of the company’s subsidiaries in Europe 
has held up much better than that in this country. Indeed, 
the European subsidiaries are currently running at a profit 
and the American operations at a loss. 


Short Selling Is Dangerous 


It will be well for the small speculator who has lately 
decided to get aboard the short selling wagon to consider 
carefully the fact that stock prices have already declined 
more than 80 per cent since 1929. The obvious conclusion 
is that the cream has been removed from the short sale. 
However, brokers report a sizable increase in odd lot short 
sales, evidently inspired by the front page publicity recently 
given to short selling by the Senate Investigating Com 
mittee. In addition to the sharp decline in prices since 
1929, the present-day short seller faces further hazards. 
Liquidation of long stock has preference over the short 
sale, 2nd consequently, the price at which a short sale is 
executed usually is the low for the day. A premium 1s 
charged against the short seller where the supply of stoc! 
obtainable for loaning purposes is limited, and any div 
dends which fall due on the stock which is borrowed must 
be paid by the short seller. In the case of the short sale 
of an odd lot, an additional fraction of a point is charg 
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by the broker. Speculators of limited means who went 
long of stock at peak prices in 1929, and have been re- 
gretting it since, face an analogous situation at this time, 
on the other side of the market. The ride on the short 
selling wagon from this point on necessarily is short because 
of the ground already covered, and it is likely to be bumpy. 


Gold Mining at Sea 


It is an ill wind that blows no one good. The economic 
disruption which depression has wrought has worked havoc 
with the tourist trade, greatly reducing the passenger and 
freight revenues of the trans-Atlantic steamship companies. 
In recent months, however, it has also resulted in a very 
heavy flow of gold from this country to Europe, and par- 
ticularly to France, Holland and Switzerland. The fastest 
ships get the bulk of this business and it is literally a golden 
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undertaking, paying a very high fee. Recently some of the 
large ships have been earning from $40,000 to as much as 
$110,000 on a single voyage from this source. Most ships 
carry not more than $15,000,000 in gold because of the 
difficulty of getting insurance on any larger single shipment. 
A few weeks ago, however, the Statendam, of the Holland- 
America Line, showed her heels to the gold fleet with a 
cargo of $25,000,000 of the precious metal. The transpor- 
tation fee is reported to have been $110,000. 


South America Protests 


It was during the World War when Great Britain and 
Germany were otherwise engaged that we managed: to 
obtain a seemingly firm foothold in South American trade. 
Let us see what became of a great opportunity. We were 
out to sell goods, and we sold them. No thought what- 
soever was given as to how payment was to be made—as 
to whether South America produced enough of the things 
we wanted. If any particular country happened to be a 
little short of the dollars necessary for some purchase, we 
promptly lent them. Moreover, we went on lending more 
and more as our tariff made it more and more difficult for 
South America to obtain dollars by the exchange of goods. 
Suddenly realizing that a crash was inevitable we applied 
the brakes in a way calculated to do the greatest possible 
damage. We refused to lend another nickel to South 
America, we maintained our tariff, even agitated for one 
on products previously on the free list—copper and oil— 
and then wonder why there are a $1,000,000,000 worth 
of South American bonds in default. No one likes to 
default on an acknowledged debt. South America is no 
exception. It deeply resents the untenable position in 
which it now finds itself. Look at the steps that are being 
taken. Peru no sooner heard that we proposed to place 
@ duty on copper than a bill placing a 300% ad valorem 
additional duty on all goods from the United States was 
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put before Congress for immediate consideration. In addi- 
tion to which all the leading South American republics 
have actually commenced negotiations for the express pur- 
pose of forming a customs union for united defense and 
concerted reprisals against the tariff of the United States. 
Should such a union actually materialize, we will have lost 
the trade of a continent and in view of the facts who can 
be blamed but ourselves? 


Dressing Up Our Homes 


American business spends an enormous amount of energy 
and money in making women’s clothes attractive in design 
and color. The opportunity exists to do the same thing in 
other fields. It is probably impossible to expect man to 
accept any startling innovations in his attire, for he regards 
what he wears as peculiarly his own concern. But Milady 
is the boss of the house and of all 
matters having to do with its de- 
sign. It is quite possible for our 
homes to be dressed up. 

At the coming Century of 
Progress Fair in Chicago the 
American Rolling Mill Co. and 
the Ferro Enamel Corp. will dem- 
onstrate a house clothed in 
bright, shimmering porcelain 
enamel fused on iron. It will never require painting 
and a bath from the garden hose will be sufficient 
to keep it clean and bright. For color, all hues of the 
spectrum are available. The impervious enamel coating 
will forever protect the metal from the elements. The 
house will be fire-safe and vermin-proof, as well as insu- 
lated against heat and cold. Many conventional features 
of standard house construction will be eliminated, but will 
be replaced by others more adapted to modern require- 
ments. Economy of construction will be featured. Perhaps 
the time will come when one will have to select just the 
right color of haberdashery to go with his house. 


Chopping Down Trees 


Brazil is chopping down coffee trees. Coffee is the clear- 
est cut case of actual overproduction we know of. In most 
industries so-called overproduction is relative and nebulous. 
Potential consumption is capable of absorbing it, now or in 
the not distant future. But the world has something to 
do besides drink coffee; and figurative coffee trees are be- 
ing chopped down everywhere. The marginal industrial 
companies are enjoying the company of the sheriff. 
Fields are lying fallow, farmers are content to feed them- 
selves. After a while we will have chopped down so 
many trees that those who have the remainder will enter 
into a boom. For a while there will not be enough trees. 
In the meantime we suffer for the products of others’ trees 
because we are not plucking the fruit from ours. We have 
plenty of industrial fruit but nobody eats because he can’t 
trade with the other fellow. Is this a mad house? It is. 
We have a land full of business and the best business 
organizations in the world. And daily we do less busi- 
ness. 

Sun spots, said a British economist, fifty years ago, 
account for economic cycles. He was as near as any one 
has ever been to the truth. 
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Inflation—What It Is and 
What It Does 


Why Currency or Credit Expansion Is Not Always 
Inflationary — Printing Presses May Turn Out 
Money But Cannot Establish Its Value as Purchas- 
ing Medium — How the Process Works and How 
Inflation Has Affected Us and Others in the Past 


By Joun D. C. WELDON 
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INFLATION IN ENGLAND AND IN THE UNITED STATES 


In England the note circulation rose from 35 million pounds in 1913 to 486 million 
in 1920. Wholesale prices trebled, and the cost of living multiplied 2.5 times. 


In the United States during the same period the note issue increased about 60%, 
wholesale prices more than doubled, and the cost uf living was not quite doubled. 
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conservative econo- 
mists have littered 
up the money problem. Why bother with all that academic 
and technical foolery when there are plenty of fast presses, 
ink, and paper, and the art of combining them into money 
is well understood? 

Goldsborough, monetary authority in Congress from 
Maryland, has a still simpler plan of inflation. He simply 
tells the Federal Reserve System to lift prices to the 1926 
level. The lower House of Congress has adopted the 
Goldsborough plan. All that is necessary to the renewal 
of prosperity is concurrence by the Senate and the 
President. 

In the meantime the Federal Reserve Board is steadily 
pouring a hundred million dollars a week into the seem- 
ingly bottomless tills of the banks—and nothing happens. 

Mr. Patman is for inflation by fiat money. Mr. Golds- 
borough is for it by credit processes. The Reserve authori- 
ties are, they say, merely for credit expansion. 

If inflation be defined as an abnormal increase of buying 
power, Patman, Goldsborough, the House of Representa- 
tives and the Federal Reserve are all for inflation. In- 
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for it is certainly 
aiming at an abnormal increase of buying power. 
So far the flow of money from the Reserve Banks into 
the deposits of member banks has had no apparent effect 
on prices or business activity—indeed the loans of those 
banks continue to decrease, as shown in the accompanying 
graph. It is not certain that it will. Business may be too 
listless to ask for or accept proffered credit nourishment. It 
is possible to expand either credit or currency without pro- 
ducing any expansion of business. There is then no infla- 
tion in fact because purchasing power has not increased. 
Inflation always “takes” when business is active; not always 
when it is lethargic 
Price is the expression in money of the relation between 
supply and demand of goods and services. Everything in 
a money economy has to be exchanged for money before 
the final barter is effected, but money, itself, is a com 
modity. Consequently the price of everything is second: 
arily affected by its passage through the exchange medium. 
When we speak of inflation we are thinking ordinarily of 
the increase of prices brought about through some increase 
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in the volume of money, actual or relative. For this pur- 
pose when we say money we mean all currency in use, 
not only coin and paper money but all deposit currency, 
such as checks and drafts. The natural relation of supply 
and demand tends to raise prices when it is known that 
money is superabundant. Note the word known. It might 
be possible greatly to increase the volume of money in use 
without affecting prices if such increases were somehow 
kept secret. It always takes time to acquaint the public 
with the fact of expansion of money volume. 


Two Roads to Inflation 


Inflation can be set in process in two ways: (1) By an 
increase in the volume of money proper, or (2) by an in- 
crease in the volume of deposit currency, which is to say 
by an increase of bank loans. 

The initiative in inflation can be taken by direct gov- 
ernmental action by the banks or business itself. All gov- 
ernments resort to inflation in times of extraordinary 
emergency, notably of war. A condition of governmental 
inflation is an unbalanced budget. In a great war it is im- 
possible to balance a governmental budget through taxa- 
tion. Weak governments chronically resort to inflation. 

Governments can inflate by increasing the volume of 
oficial currency or by large bond issues through banking 
co-operation, the later resulting in an increase of deposit 
currency, which is the princi- 


thus initially increased by substantially the amount of the 
bond issue. Of course, the expansion of credit currency 
compelled some expansion of official money, that is, Federal 
Reserve notes, but in nothing like proportion to the total 
inflation of currency, and it was always convertible into 
gold on demand. Uncle Sam did not print a single fiat 
dollar before or after the war. Nevertheless, the increase 
of purchasing power was so great that prices were more 
than doubled by 1920. 


The Demand for Fiat Money 


In the present emergency it is contended by both mild 
and radical inflationists that the effective relation of money 
to goods and services has been impaired—there is an arti- 
ficial shortage of money, either in the sense of actual volume 
or in the velocity of its use. The radicals say that because 
of fear, whether justified or not, the banks have failed in 
their normal function of providing sufficient credit money. 
They also hold that it may be a matter of years before 
the banks voluntarily “loosen up.” Thus, according to their 
views, there is no way to break up the jam caused by the 
practical scarcity of money, except for the government to 
inflate its currency. The way to do that is to print paper 
money in the form of promises to pay and use this paper 
or’ fiat money to pay for some or all of its expenditures. 

Thus it is now specifically proposed to inflate the cur- 
rency by anticipating the 
soldiers deferred bonus cer- 





pal money of business in a 
country like the United States. 
In the World War and after- 
wards all governments, with 
the exception of the United 
States, greatly increased the 
volume of paper money by 
direct action. They put the 
printing presses to work turn- 
ing out money either for them- 
selves or the banks of issue. 
All of them also resorted to 
huge bond issues, the United 
States relying solely on such 
issues. The technique of the 
latter inflation was as follows: 

The Government in close 
co-operation with the Federal 
Reserve Banks and member 
banks, as well as all other 
banks, with the aid of a vast 
and effective patriotic propa- 
ganda, sold its bonds to the 
public through the banks. 
The banks took their quota 
of bonds and paid for 
them by means of borrowing 
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tificates due in 1945, and pay 
them off now with paper 
money. Many similar pro- 
posals have been made, such 
as the financing of various 
forms of public works in this 
manner. The radicals argue 
that two billions of fresh crisp 
money will give business a 
“kick” that will take it out of 
its indefinite hibernation and 
start the normal flow of busi- 
ness which automatically 
finances itself. Some of the 
radicals would prefer inflation 
through bond issues, but bond 
issues for public works are 
generally advocated as means 
of relieving unemployment 
without much thought as to in- 
flation. 

The mild inflationists—and 
that includes about everybody 
except the paper money peo- 
ple—prefer controlled inflation 
AM of deposit currency through 
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banks. They virtually forced 
them on their depositors taking 
promissory notes in payment. In this way the amount of 
credit or deposit money was instantly increased, and boom- 
ing war business avidly sopped it up to meet growing costs 
and volume. In the case of non-depositors the bonds were 
sold on the installment plan, so that they could pay for 
them out of current income without drawing on accumu- 
lated savings or disturbing other investments. 

The depositors thus increased their checking capacity by 
the amount of their subscription and non-depositors got 
their bonds and indirectly provided the government with 
funds without immediately putting them up. The total 
volume of currency, in the broad sense of the word, was 
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other words they want to get 
inflation from the banks instead of from the Government. 
A huge adventure in that line has been already undertaken 
under the initiative of the Federal Reserve Board. The 
Reserve Banks are buying a hundred million of government 
securities every week. Each week, therefore, a hundred 
million dollars is deposited in the banks by the vendors of 
the bonds. The hope is that with their liquidity being thus 
steadily increased without heroic measures on their part the 
banks will gradually turn to thoughts of making loans 
instead of collecting them. Assuming that business is now 
inert for lack of credit, it is concluded that it will begin 

(Please turn to page 182) 
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Underlying Bond Represents 
Close Call on Earnings 


Would Be Unaffected Even in Receivership 





By Francis C. FuLierton 
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this is the case with the Erie 
Railroad Co.’s Consolidated 
Mortgage, prior lien, gold 4s, due Janu- 
ary 1, 1996, which are currently selling 
on the New York Stock Exchange 
around 66 to yield well over 6% to 
maturity. 

The Erie system which provides a 
background for these bonds operates 
more than 2,300 miles of track. The 
main line stretches from New York to 
Chicago, while branches serve Buffalo 
and the northwest portion of New 
York State. The road is primarily a 
carrier of coal. Last year anthracite 
accounted for more than 26% and 
bituminous 22% of the total freight 
tonnage. Coal is also important to the 
Erie from another direction for it is 
itself owner of valuable properties from 
which are derived a non-operating in- 
come of about $3 000,000 a year. 

Manufactures and _ miscellaneous 
products make up the second largest 
division of Erie’s freight traffic and is 
not far from three times as profitable 
as coal, despite the latter’s larger bulk. 
This division has increased rapidly in 
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recent years, although it fell last year 
to about 26% of the total compared 
with nearly 29% for 1930. While 
normally the Erie enjoys a high traffic 
density, naturally there has been a con- 
siderable falling off in this respect dur- 
ing the past year or two. 

Boss Tweed of New York, Jay 
Gould and James Fisk are dead, long 
since, but the scars of the damage they 
did the Erie are still discernible. They 
had their profitable way with the road 
and left it a physical wreck with a large 
and top-heavy capitalization. Follow- 
ing years of struggling effort the prop- 
erty was largely rehabilitated, but just 
as the prosperous times of 1928 and 
1929 promised to permit some financial 
readjustment came the crash ... . and 
the Erie continued to be burdened with 
its large and top-heavy capitalization. 

Gross revenues dropped from $129,- 
000,000 in 1929 to $90,000,000, in the 
past year, while total net income fell 
from more than $26,000,000 to less 
than $15,000,000 over the same period 
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road even under the deplorable 
conditions which existed in 1931 man 
aged to earn nearly $15,000,000 and 
this is obviously sufficient to support a 
very fair sum in capital liabilities with 
out difficulty. 

In the scheme of the Erie’s capitaliza’ 
tion the Consolidated Mortgage, prior 
lien, gold 4s lie very close to the rails. 
They are outstanding in the amount of 
only $35,000,000. Senior to them 
there is less than $30,000,000 in small 
divisional issues, while they underly 
nearly $160,000,000 in other bonds, 
$48,000,000 in first preferred stock, 
$16,000,000 in second preferred stock 
and more than $151,000,000 in com 
mon stock. 

Since some $15,000,000 was avail- 
able for charges last year, it is clear that 
the interest on the divisional issues, the 
Consolidated Mortgage, prior lien 45, 
and upon some $35,000,000 of equip’ 
ment trust obligations, could have been 
paid between three and four times over. 
[s it of reorganization—forced or volun’ 
tary—that the holders of the prior lien 













4s ar 
Tr 
possib 
it nec 
Recor 
Joan | 
makir 
foreca 
1932 
| below 
operat 
123,7( 
year. 
consid 
wage 
| ated, 
with 
tunate 
with — 
the fir 
Erie 
agains 
ing pe 
incom 
compa 
Let 
a rece 
memb 
prior 
direct 
some 
about 
are al 
nances 
tain pi 
real e 
some | 
bonds 
track, 
miles, 
lateral 
lien or 
miles 2 
How « 
ceivers| 
earning 
that of 
trust o 
conceiy 
any we 
The 
s May be 
ceivers| 
the hol 
The W 
their ir 
In th 
there y 
than w: 
that th 
orego 
come w 
dated n 
tuate qu 
lic’s hoy 
they mz 
ment n 
otherwi 
advanta: 
Prices, 


for M/ 













































—= 


—_ 


4s are frightened at the present time? 

True, this is not outside the realm of 
possibility. The road has already found 
it necessary to make application to the 
Reconstruction Finance Corp. for a 
loan of $10,350,000. Incidentally, in 
making this application an interesting 
forecast was made. Gross revenues for 
1932 were estimated to be but slightly 
below those of 1931, while net railway 
operating income was estimated at $15,- 
123,700 against $10,352,000 in the past 
year. This forecast which took into 
consideration certain surcharges and 
wage reductions would, if substanti- 
ated, show total fixed charges earned 
with a small margin to spare. Unfor- 
tunately, it seems to have been tinged 
with optimism to say the least. For 
the first three months of this year, the 
Erie reported gross of $18,708,000 
against $23,172,000 in the correspond- 
ing period of 1931, while net operating 
income amounted to only $2,066,000 
compared with $3,884,000. 

Let us go so far as to suppose that 
a receivership does take place. Re- 
member that the consolidated mortgage, 
prior lien, gold 4s are secured by a 
direct mortgage or collateral trust upon 
some 1,568 miles of road, of which 
about 937 miles are double track. They 
are also secured by certain appurte- 
nances, equipment, leaseholds, by cer- 
tain piers in New York City and other 
real estate, and finally by deposit of 
some $9,000,000 in securities. These 
bonds are a first lien on 182 miles of 
track, a first collateral ‘lien upon 77 
miles, a second lien on 13 miles, a col- 
lateral second lien on 703 miles, a third 
lien on 127 miles, a fourth lien on 19 
miles and a seventh lien on 447 miles. 
How can they be affected by the re- 
ceivership of a road which is, even now, 
earning ample to pay their interest and 
that of all prior liens and equipment 
trust obligations? Indeed, it is hardly 
conceivable that they could suffer in 
any way. 

The case of the Wabash Railway 
may be cited as an example where re- 
ceivership has not meant disaster for 
the holders of the first mortgage bonds. 
The Wabash first 5s are still receiving 
their interest regularly. 

In the case of the Erie’s similar bond, 
there would seem to be even less reason 
than with the Wabash first 5s to expect 
that the bondholders will be obliged to 
forego one iota of their rightful due, 
come what may. While Erie’s consoli- 
dated mortgage, prior lien 4s may fluc- 
tuate quite widely is measure with a pub- 
lic’s hopefulness or fear, fundamentally 
they may be considered a.sound invest- 
ment medium which can hardly do 
otherwise than work out to the ultimate 


advantage of a purchaser at present 
Prices, 
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Bond Buyers’ Guide 


Note.—The following list of bonds has been arranged solely on the 
basis of current yields to maturity. The position of any issue in the list 
is not intended as an indication of its relative investment merit. Readers 
should observe a proper diversification of commitments in making their 
selections from this list. The Guide is subject to revision as more favor- 
able issues appear and those no longer suitable, in our opinion, for new 
purchases, are dropped. Any queries concerning such changes should 
be directed to our Personal Service Department. 


Railroads 


Total Amount 
Funded of 
Debt this Times earned Recent 
(millions) issue 1930 1931 Price Maturity 
Norfolk & Western Ist Consol, 4s, 1996.... 90 41 J 5.3 
N. Y. Central & H. R. Mtg. 3%s, 1997.... 94 é 1.0 
x Atchison, Top, & Santa Fe Gen’l 4s, 1995.. 152 é 2.7 
Union Pacific Ist 4s, 1947 100 2.7 
Pennsylvania Consol. 4s, 1948 0 20 : 1.3 
* Northern Pacific Prior Lien 4s, 1997 ‘ 107 i 1.6 
Erie R, R. Consol. Prior Lien 4s, 1996.... 35 F 1.0 
% Missouri, Kansas & Texas Ist 4s, 1990 $1 A 1.3 
*Chic., R. I, & Pacific Gen. 4s, 1988 61 F 1,0 
Baltimore & Ohio First 4s, 1948 82 A 1.1 
Kansas City Southern Ist 3s, 1950 30 d pH | 
It should be noted that in the above railroad list some companies are hardly earning fixed 
charges on the entire funded debt, but since the selected issues for this classification are all 
prior lien issues, interest is earned amply for such senior issues. 


Interest* 


Public Utilities 


Recent Yield to 

Price Maturity 
Phila, Electric Ist Ln, & Ref. 4%4s, 1967.. 166 3.1 3.2 99 
Duquesne Light Ist 442s, 1967 6.7 5.7 98 
Cincinnati Gas & Elec. Ist 4s, 1968 5.3 5.3 89 
Illinois Bell Telephone Ist & Ref. 5s, 1956. 57 4.0 4.9 102 
American Telephone Coll, Trust 5s, 1946... 471 6.1 6.4 102 
Detroit Edison Gen’l & Ref. 444s, 1961.... 129 2.9 2.9 94 
* Pacific Gas & Elec. Gen’l & Ref. 5s, 1942.. 311 2.6 2.5 101 
Amer, Telephone Deb, 5s, 1965 471 6.1 6.4 98 
N. Y. Power & Light Ist 4%s, 1967 67 3.0 2.7 87 
Pennsylvania Pwr. & Lt. Ist 4%s, 1981.... 131 2.7 2.6 82 


Industrials 


Call Price 
Standard Oil of N. J. Deb, 5s, 1946 1.4 102 101 
Swift & Co, First 5s, 1944 3.7 102% 9% 
Lorillard (P.) Co. 7s, 1944 2.8 NC 106 
Bethlehem Steel Ist & Ref. 5s, 1942 4.3 105 80 
Goodyear Tire & Rubber Ist & Coll. 5s, ’57 2.8 103 64 


High Grade Short Term Issues 


Amount Yield 


Due This Issue Price Income Maturity 
Date (Millions) Call Market Basis Basis 
%Corn Products Refihing Ist 5s 5/1/34 1.8 103 
Detroit Edison Ist & Coll. 5s 1/1/83 10.0 101 
*Union Elec, Lt. & Power Ref. & Ext.5s 5/1/33 6.2 101 
wAmer, Telephone Conv, Deb. 4%s 1939 12.9 100 
N. Y. Telephone Gen’! 4%s...... nice 1939 61.0 100 
x Norfolk & Western Imp. & Ext. 6s... 2/1/34 5.0 103 
Chesapeake & Ohio 1st Consol. 5s.... 30.0 99 
Chicago Gas Lt. & Coke 5s 9.9 100 
Portland Gen’l El. Co. Ist 5s 6.8 94 
Bethlehem Steel Purchase Money 5s... 22.3 


* On total funded debt. NC—Not callable. (e) Estimated. 
% NOTE: Our preferences in the above lists. 












































Preferred Issues With an Appeal 


to the Investor 


Despite Business Slack, Well-Managed Utilities 
Maintain Earnings Well Above Dividend Needs 


By Warp GatTEs 





serves a territory of some 89, 





EVER were the investor's 
N problems more difficult 

than today. He scans the 
lists of bonds, preferred stocks 
and common stocks only to find 
that those which are safe are 
very, very safe, and command 
a price in proportion, while those 
which are more attractive are ex- 
ceedingly speculative and hardly 
suitable for his purpose. Other 
factors also must be taken into 
consideration. Not only is 








Pacific Gas & Electric Co. 


PREFERRED STOCK 
Class Recent Price Dividend 
6% 23% 1.50 
5%% 20% 1.37% 


Yiela. 
6.7% 
6.7% 


COMBINED PER-SHARE EARNINGS 


000 square miles which supports 
a population not far from the 
3,000,000 mark. About 65% 
of the company’s revenue is de- 
rived from the sale of electricity, 
about 32% from gas, while the 
balance is made up of receipts 
from street railway operation, 
water .and steam. In 1930, 
natural gas was substituted for 
the manufactured product in 
the San Francisco and San 











Joaquin areas and, because of its 





there widespread uncertainty in 
regard to the general outlook, 
but many individuals themselves are 
less secure than formerly. This makes 
the factor of marketability in an in- 
vestment more desirable than ever, for 
if an active market is enjoyed, changes 
affecting the security, its owner, or the 
general situation may be met quickly. 
If in addition to marketability, a low 
price level and a fair, safe yield exist, 
the investor has indeed a favorable com- 
bination. 

To meet these conditions we turn to 
the public utility field. Despite the 
fact that the depression has not been 
entirely without its effects upon the 
industry, it has certainly proved itself 
more stable than most. Indeed, but for 
man-made pyramids, it seems quite 
likely that this point in the depression 
could have been reached without one 
major common stock dividend reduc- 
tion. So far, it has been only in the 
most distant holding companies where 
moderate reductions in the revenues of 
the operating companies are exag- 
gerated a hundredfold that the re- 


sult has been disastrous to the investor. 

Having narrowed the selection to 
operating, or near operating, public 
utilities and bearing in mind that the 
securities must have considerable merit 
as investments, be easily marketable and 
low in price, there is not a great deal 
left from which to choose. There are, 
nevertheless, certain preference securi- 
ties which seem to meet these require- 
ments; Pacific Gas & Electric Co., the 
Southern California Edison Co., Ltd., 
and the Buffalo, Niagara & Eastern 
Power Corp. are all possible candidates. 
Let us examine more specifically their 
claims. 


Pacific Gas & Electric 


The Pacific Gas & Electric Co. is 
the largest organization supplying gas 
and electricity on the western sea- 
board. The company’s scope was wid- 
ened materially in 1930 with the ac- 
quisition of all the North American 
Co.'s interests in California and it now 


greater heating value at a lower 
rate, there has been a marked expansion 
in this service. 

Since its formation in 1905, the Pa’ 
cific Gas & Electric Co. has been well 
managed and sanely financed. It has 
expunded mightily, of course, not only 
owing to the increase in the population 
of the territory served, but also because 
of constant acquisitions. Nevertheless 
funded debt has not been permitted to 
become too large a part of the total 
capitalization, nor has the companys 
ability to make money been accentu 
ated at the expense of its duty towards 
customers. : 

At the present time the companys 
outstanding capital liabilities consist 0 
$155,906,357 in common stock of $25 
par value, $114,505,657 in first pre 
ferred stock of $25 par value, a minor 
amount in subsidiary common stot, 
$19,006,600 in subsidiary preferred 
stock and a funded debt of $308,755, 
400. Both gross and net income have 
displayed a steady upward trend ove! 
many years, although on a per 


THE MAGAZINE OF WALL STREET 





static 
the 

tagec 
crea 
outp 
now 
Pacit 
ever, 
son | 
clusi 
accor 
com 
times 
Abon 
of el 
purp: 
for |i 
As 
@ Ele 
ferre: 
of & 
have 
long 1 
tive. 

pany 
comm 
303,1/ 


for V 


basis the gain has been less pronounced 
owing to stock increases. For the gen- 
erally disastrous 1931, the company re- 
ported a net profit of $23,177,719, 
after interest, depreciation, taxes and 
subsidiary dividends. This is 


“A,” “B” and “C,” also of $25 par 
value, $4,000,000 in participating pre- 
ferred, a negligible amount of the capi- 
tal stock of subsidiaries, and a funded 
debt of $128,096,000. There were also 


or roughly twice the sum necessary to 
maintain regular disbursements, This 
compares with $3.63 per share of pre- 

ferred stock in the previous year. 
So far this year the company has 
done somewhat better than in 








equivalent to $5.06 per share of 
preferred stock and compares 
with $5.37 in the previous year 
and with $4.57 in 1929. 
While the first preferred 
stock is all of $25 par value and 
is similar in every other respect, 
some of the issue receives divi- 
dends at the rate of 6% and 
some at the rate of 5¥2%. At 
the present time these shares are 
quoted on the New York Curb 
Exchange and also upon the 
San Francisco Stock Exchange 





Buffalo, Niagara & Eastern 
Power Corp. 


$1.60 PREFERRED STOCK 
Recent Price Dividend 
20 1.60 


Yield 
8% 


PER SHARE EARNINGS 


the corresponding period of 
1931, for despite a moderate 
decline in gross, operating econ- 
omies combined with an abun- 
dant supply of water have 
tended to raise net income. 
Under these conditions it is 
clear that but a very moderate 
improvement in general business 
throughout the territory served 
by the Southern California Edi- 
son Co. might easily make an 
extraordinary difference to the 
earnings applicable to its junior 











around $23 and $20!%4 a share 





securities, including the pre- 





respectively. The yield in each 

case is slightly better than 62%. The 
first preferred has voting power and is 
not subject to redemption. Although 
not gilt-edged, either the 6 or 5Y2% 
stock is definitely attractive among the 
better class of “businessman’s invest- 


Southern California Edison 


Moving south a little way from Pa- 
cific Gas & Electric’s field of operations, 
another large public utility system is 
encountered, the Southern California 
Edison Co., Ltd. The latter serves an 
area totaling between 50,000 and 60,- 
000 square miles which supports an 
aggregate population of more than 
3,000,000 people. 

The company at one time obtained 
most of its power from hydro-electric 
stations, but since serious variations in 
the water supply reacted disadvan- 
tageously, there has been a steady in- 
crease in steam capacity and the 


certain subscriptions to the company’s 
common and preferred stocks partly 
paid. 

The lettered preferreds are identical, 
except that the “A” is entitled to 
cumulative dividends at the rate of 7% 
per annum, the “B” at the rate of 6% 
and the “C” at the rate of 54%. Each 
is callable at any time at $28.75 per 
share and as the yield in every case at 
present prices on the New York Curb 
Exchange closely approximates 7!/7%, 
it would seem to be the part of good 
policy to purchase the 6% or 5!4% 
issue rather than the 7%, for the rea- 
son that the possible appreciation in the 
former is larger. 

For last year, the showing made by 
the Southern California Edison Co. 
failed to reach expectations. Not only 
were the effects of depression felt, but 
the exceptionally low rainfall made it 
necessary for the company to spend ex- 
traordinary sums for fuel in the steam 


ferred stock. 

Evidence of the esteem in which the 
company is held by investors is to be 
found in the accomplishment of new 
financing under the difficult conditions 
existing today. It was indeed fortunate 
that this was so, for the company was 
embarked upon a major program of 
additions and betterments and the in- 
ability to raise money might have had 
serious consequences. Capital expendi- 
tures, however, are now upon the wane 
and it is expected that this year’s will 
total but half those of 1931. It might 
also be noted that the company will 
have to meet no important maturities 
before 1939. 


Buffalo, Niagara & Eastern 


To arrive at the third and last of the 
companies under discussion, Buffalo, 
Niagara & Eastern Power Corp., we 
must move in a northeasterly direction 
across the whole country. Here, using 
the power generated by the 
waters of the St. Lawrence is to 





output from the two sources is 
now about equal. Unlike the 
Pacific Gas & Electric Co., how- 
ever, Southern California Edi- 
son has concentrated almost ex- 
clusively upon electricity and in 
accordance with this policy the 
company has sold at various 
times water and gas systems. 
About 83% of the total output 
of electricity is taken for power 
purposes, the balance being used 
for lighting. 

As in the case of Pacific Gas 
® Electric, the funded debt, pre- 
ferred stock and common stock 








Southern California Edison Co., 
Ltd. 


PREFERRED STOCK 

Dividend 
1,75 
1,50 
1.87% 


Class 
some 
“py 
ssg°° 


Recent Price 
23% 
20% 
18% 


COMBINED PER-SHARE EARNINGS 


be found the largest distributor 
of electrical energy in the world. 
The Buffalo, Niagara & Eastern 
Power Corp., however, is 
distinctly a holding company in 
contrast to the two organiza- 
tions previously discussed which 
are just as decisively operating 
companies. Nevertheless, the 
Buffalo, Niagara & Eastern 
Power Corp. is a holding com- 
pany which, from an investor’s 
standpoint, comes reasonably 
close to the actual source of 
revenue and whose securities are 

















of Southern California Edison 
have been issued in proportions 
long recognized as sound and conserva- 
tive. At the end of last year, the com- 
pany had outstanding $77,274,725 in 
common stock of $25 par value, $110,- 
303,125 in preferred stock designated 
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generating stations. Nevertheless, pre- 
ferred dividends were covered with a 
good margin to spare, for last year’s 
earnings were equivalent to $3.24 per 
share of the combined preferred stocks, 


not junior to an undue propor- 
tion of other capital obligations. 
This may be seen from the consoli- 
dated balance sheet of March 31, 1932, 
which showed the system’s funded debt 
to be $93,546,000 and subsidiary pre- 
(Please turn to page 181) 
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SAFEWAY STORES, INC. 





Chain Food Stores Appeal to Public 


as Depression Encourages Thrift 


Branch Merchandising Profits From New 
Incentive to Buy Necessities of Existence 
Where Prices Are Low and Quality Satisfies 
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XPAN SION 
K has been the 

predominat in g 
characteristic of our 
large chain store gro- 
cery systems. In some Sales 
cases, the current de- F 3,264 
pression has shown 219,284,707 2,675 
this growth to have 213,496,254 2,340 
been sound—in others 108,308,598 1,191 
overdone. Into which 69,573,685 840 


4 


Net profit Net profit 
Net profit per store per sharef 


$5,415,590 $1,659 $6.34 


Safeway Stores, Inc. 


Av’ge number 
of stores Sales per 
in operation store 


$75,608 
81,976 
91,238 
86,737 
82,826 


category does Safe- 
way Stores, Inc., fall? 
This company was 








50,536,514 673 75,091 1,496,880 


+ Average number of shares outstanding, 





incorporated in 1926 


4.89 stores in the District 

of Columbia, Mary 

land and Virginia. 
Behind such a vast 











as a holding company 

and immediately ac- 

quired a California corporation of the 
same name which operated, directly 
and through subsidiaries, some 400 
general grocery and provision stores in 
that state. The new company then 
merged with the Skaggs chain, which 
covered ten northwestern states. This 
increased the number of stores operated 
to well over 800. 

While it has been Safeway’s policy 
to open individual stores wherever they 
were likely to prove profitable, it was 
not until 1928 that the next major step 
in expansion was taken, for the com- 
pany was busily engaged in consolidat- 
ing its existing business. In that year, 
however, no less than six other chains 
were acquired. This enlarged the Safe- 
way system to more than 2,000 stores, 
slightly less than haif of which included 
meat markets. 

In the following two years there was 
further growth, though on a fairly 
moderate scale. But last year, after 


156 


this breathing spell, the MacMarr sys- 
tem of about 1,400 stores was acquired 
for a stock consideration. Safeway 
from the point of view of gross sales, 
in the chain grocery field, is now sec- 
ond only to the Great Atlantic & Pa- 
cific Tea Co. The Kroger Grocery & 
Baking Co., however, operates a con- 
siderably greater number of stores than 
Safeway. 

Owing to the fact that there was 
much duplication of effort between 
MacMarr and Safeway, it has been 
found advantageous to close a number 
of stores so that the company today 
does not possess as many outlets as 
might have been thought. Actually, 
it is operating about 3,500 stores, of 
which almost 2,000 have meat markets. 
These are located for the most part 
west of the Mississippi with the great- 
est concentration occurring in the 
Pacific Coast states. Safeway is also 
represented in Hawaii and Canada, and 


aggregation of stores, 
there must necessarily 
be warehouses, bakeries, creameries, fac’ 
tories and an efficient transportation 
system, the whole welded together by 
a management which needs to be par 
ticularly suited to the task, but it is 
only from the figures on sales and 
profits that one can judge if the com 
pany has been erected soundly and is 
at the moment functioning properly. 


Safeway’s sales naturally have shown 
an increase with the continually grow 
ing number of stores in operation, but 
it is at least significant of the expansion 
about which we have spoken that last 
year’s sales amounted to nearly $247, 
000,000, whereas in 1926 they were 
but $50,500,000. A tremendous in 
crease in sales, however, unless there 
has been a corresponding increase in net 
profits which can be translated into rea’ 
sonable stability of per-share earnings 
means little. A glance at the accom 
panying table will show how the com: 
pany has fared financially since the 
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time of its organization, six years ago. 

It will be seen that the record be- 
tween 1926 and 1929 inclusive could 
hardly have been bettered. Despite 
the steadily increasing number of stores 
—a movement, which as it proceeds, 
has a natural tendency to include less 
valuable outlets—sales per store actual- 
ly increased. Moreover, except for 
1929 the net profit per store was also 
higher, and at the same time per-share 
earnings on the company’s common 
stock were greater in each succeeding 
year. This is prima facie evidence 
that new acquisitions had been made 
upon a sound basis, for expansion for 
the mere sake of expanding always 
tends to dilute common stock earning 
power. 

Over the past two years the picture 
changed somewhat. The number of 
stores continued to increase, but sales 
per store moved downward. Net profit 
per store and per share earnings, how- 
ever, after dropping precipitously in 
1930, recovered considerable ground 
during the following year. From this 
one would judge either that confronted 
with a declining gross business, the 
company had put into effect economies 
more than offsetting the lower gross, or 
that 1931°s expansion was carried out 
upon a particularly favorable basis. As 
amatter of fact the comparatively good 
showing made last year can probably 
be attributed to a combination of both 
factors. It was, however, most re- 


markable in view of drastic slump in 
commodity prices which 


Fixed assets were carried on the 
books at the end of last year at $22,- 
243,250, a figure representing not more 
than cost, less liberal charges for de- 
preciation. Incidentally, it might be 
noted than in addition to maintenance 
the company charged off for deprecia- 
tion last year the sum of nearly $2,500,- 
000, or more than 10% of the book 
value of its total fixed assets. The item 
of $22,451,913, representing inven- 
tories, is also interesting, for almost ex- 
actly the same figure was carried on the 
balance sheet at the end of 1929. As 
the average number of stores operated 
last year was 3,264 and the average 
number in operation during 1929 was 
2,340 it is certain that the company 
has attained a much better control of 
inventories, despite the fact that lower 
commodity prices must have con- 
tributed something to the showing. 

Current assets at the end of 1931 
totaled $30,686,000, including cash of 
$6,588,000; current liabilities were 
$7,231,000. Among the current lia- 
bilities was an item of $1,430,000 in 
bank loans, since liquidated. 

Safeway’s per-share earnings are 
tabulated in the accompanying table. 
The $6.34 shown for 1931 was a ma- 
terial increase over the $4.82 reported 
for the previous year and made the 
continuance of the regular $5 dividend 
on the common stock more likely than 
seemed to be the case at one time. To 
be conservative, however, this dividend 
must still be classed as somewhat doubt- 


ful, although any reduction can hardly 
be other than moderate. On the basis 
of a $5 disbursement, Safeway com- 
mon at the present price of about $43 
a share yields between 11% and 12% 
on the money invested. If only $4 
were paid, a rate which appears to be 
well within the company’s capacity, the 
yield would still be high—well over 
9%. 

Since the first of the year the com- 
pany has revised its policy of report- 
ing sales and no direct comparison be- 
tween the present year and 1931 is 
possible. Sales previously reported on 
a monthly basis are now reported on a 
four-week basis. For the sixteen weeks 
ended April 23, sales for 3,527 stores 
in continuous operation totaled $73,- 
678,000. Safeway makes no quarterly 
reports, but it is understood that profits 
in the first three months of the current 
year, after all charges and preferred 
dividends, were about sufficient to 
cover the $5 dividend on the common 
stock. 

Taking into consideration that the 
company has operated this year under 
the handicap of an 8% or 9% price 
decline in foodstuffs, to say nothing of 
the fact that the depression is at last 
affecting the purchase of the necessities 
of life, the earning of the common divi- 
dend during the first three months of 
1932 may be taken to mean that the 
merger with MacMarr was being justi- 
fied exceptionally quickly, that antici- 
pated economies were actually material- 

izing, and that given fur- 





must have meant inventory 
losses, the extraordinary ex- 
pense involved in the Mac- 
Marr acquisition, and the 
fact that the net current 


assets of the company’s 
Canadian subsidiaries had 
to be revalued on the basis 
of gold dollars. 

Safeway’s capitalization 
consists of $9,961,500 in 
7% cumulative convertible 
preferred stock of $100 par 
value, $5,915,000 in 6% 
cumulative preferred stock, 
followed by 800,350 shares 
of no-par common stock. 
There is outstanding also a 
minor amount in subsidiary 
preferred stock and mort- 
gages on real estate and 
buildings totaling $73,600. 
The 7% preferred is con- 
vertible into the 6% pre- 
ferred share for share and 
the directors may authorize 
at their discretion the pay- 
ment of an amount not ex- 
ceeding $10 a share to those 
holders of the 7% preferred 


life. 


elite. 


The Chain Stores 


Through the depression that has gripped the business 
world these past three years the chain stores—as a group— 
have stood up wonderfully well. 
statement; it is in no sense a blanket endorsement of all 
chain store organizations. 

While chain stores distributing small merchandise and 
novelties have greatly resisted the effects of the economic 
setback, those handling foodstuffs have been particularly 
buttressed against the declining earning power of the indi- 
vidual and the increased buying power of the dollar. 

It is not merely that people must eat in order to sustain 
In times of plenty they are more likely to pamper 
their appetites, to buy foods from the nearest store with lit- 
tle regard to actual prices, or they try to buy from those 
food purveyors whose trade is made up of the neighborhood 
But in times such as those through which we have 
been passing, thrift is encouraged by actual or threatened 
curtailment in income, loss of employment, or fear of the 
future, and the shopping instinct revives. 
reason that the chain stores, with their far-flung outlets and 
concentrated buying power are in position to increase their 
sales volume; and where the managenient is alert and 
capable, the downtrend in commodity prices is offset by 
economies in operation, resulting in either improved or 
sustained earning power. 


This is of course a general 


It is for this 


ther time even greater sav- 
ings are likely to result. 

As for the future, it is 
certain that the large chain 
store grocery systems in 
general and the obviously 
well-managed ones such as 
Safeway in particular will 
always do a large business 
from which at least some 
profit can be derived. In 
the case of Safeway there 
is the added attraction of 
its tremendous _ territorial 
diversity. Should any re- 
gion be hard hit by the 
wane of a particular indus- 
try, business in some other 
region is almost sure to be 
comparatively good. 

The one cloud in the sky 
perhaps is the birth of the 
movement of discrimina- 
tional chain store taxes. It 
is hardly conceivable, how- 
ever, that a public growing 
more and more dependent 
upon the chain store to’ 
make its income go further 
will allow such taxes to 





Who make the conversion. 


(Please turn to page 181) 





for MAY 28, 1932 


157 





Common Stocks of Investment Type 
in Attractive Price Zone 
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Persistent liquidation throughout the security list has brought many common stocks 
down to levels at which they make a distinct appeal to the investor. In making these 
selections we have sought issues which appear to have discounted every remote adverse 
development or possibility, and whose underlying soundness and capacity for quick. 
recovery once the business prospect improves, seemingly have been obscured in the 


gloom which has enveloped the general investment situation. 








J. C. Penney Co. 


Profits Increase Year by Year Despite Depression 


MONG the chain store organiza- 
A tions few passed through the de- 
pressed business period as satis- 
factorily as J. C. Penney Co., although 
as a whole the chain merchandising 
group stood up well during the general 
stagnation and prostration of industry 
that has endured for almost three years. 
In 1931 it reported a gain of 72% in 
net profits as contrasted with 1930, 
notwithstanding a drop of 10% in dol- 
lar sales, and closed the year in the 
best cash position in all its 30 years of 
existence. This result and the current 
situation of the company are a tribute 
to the ability of the management to 
keep in constant adjustment with 
changing economic conditions. Ex- 
penses were kept under close control, 
inventories were not permitted to get 
out of hand, and in the face of a 
steadily declining market it was possible 
to pass the savings in merchandise costs 
along to the customer, this accounting 
for the reduction in the dollar volume of 
business, in a year which saw the great- 
est number of cusiomers served and the 
‘ sale of the largest number of units in 
the company’s history. 
Thus far this year the downtrend has 
continued in dollar sales with profits 
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Current Price 20. Dividend $2.40. 


holding up; the first four months 
showed a decrease of 5.2% from the 
total for the same four months in 1921 
—$44,609,655 against $47,076,943. 
This showing is probably the most fa- 
vorable of any of the important chain 
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store organizations, and is unusual in 
that April showed a smaller decrease 
than March. The percentage of drop 
from the 1931 figure in not dishearten- 
ing. Sales in the same four months of 
1931 showed a recession of 11.9% 
from 1930. The economies of opera- 
tion and other factors that enabled 
Penney in 1931 to show a larger profit 
than in 1930 are still effective, and 
net earnings for the first six months 
(after the $6 preferred dividend re- 
quirement on 196,921 shares) are ex- 


pected to be around $1.50 a share on 
the outstanding 2,466,908 common 
shares, which will compare with $1.46 
in the first six months of last year, $3.13 
for the full year 1931 and $2.88 for 
1930. 

Penney operated 1,459 stores at the 
end of last year, and now has slowed its 
rate of expansion. At the same time 
its policy in this regard has undergone 
a moderate reshaping in that it now 
favors the establishment of large stores 
in the more important cities. In the 
past Penney inclined towards smaller 
units in towns in which chain store 
competition was negligible or absent. 

At the close of 1931 the company 
had $5,298,550 cash and $8,453,679 in 
government obligations: that matured 
before March 31, this year. Presum’ 
ably these maturities were reinvested, 
for on April 30 it was stated that the 
company still had more than 5 million 
dollars cash, no funded debt and no 
bank loans. The 1931 balance sheet 
showed current assets exceeding 52 mil 
lion dollars, approximately 12 times 
current liabilities, the working capital 
of 48 million dollars showing an 1 
crease of 4 million during the year. 

The $2.40 annual dividend rate 
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would seem to be in no danger so far 
as earnings go, and J. C. Penney com- 
mon stock selling currently to yield 
around 10%, appears to reflect the gen- 
eral apathy of investment demand rather 
than any fear that the dividend will 
be lowered at the meeting of directors 





scheduled for the latter part of this 
month. In view of the strong position 
of the company and its probable ability 
to be in the forefront of any business 
advance, the issue commends itself to 
the investor who is prepared to hold 
the stock for a moderately long pull 


_— 
oe 





without regard to intermediate fluctua- 
tions. The yield at current prices for 
the stock is very satisfactory and the 
possibilities of market appreciation add 
attraction to the issue, not merely as a 
new commitment, but as suggesting its 
retention by present holders. 


Loose-Wiles Biscuit Co. 


Second Most Important Factor in its Field 


its giant competitor the National 

Biscuit Co., the baker of “Sun- 
shine” biscuits is the second most im- 
portant factor in the field. Moreover, 
it appears to be gaining on its rival, for 
the expansion carried out during the 
past few years has been particularly 
aggressive. The Loose-Wiles Biscuit 
Co. can now be said to have attained 
nation-wide distribution of its well- 
known products and as it is capably 
managed and conservatively capitalized 
there is no reason why a further meas- 
ure of prosperity should not be en- 
joyed in consolidating the territory re- 
cently gained. 

The company’s plants consist of a 
dozen or more bakeries scattered 
throughout the country, in addition to 
which it operates a dog bread plant, 
candy plants, a flour mill and a printing 
establishment. It might also be noted 
that a new $1,500,000 branch factory 
at Los Angeles will shortly be in full 
operation and this will further consoli- 
date the company’s position in the Pa- 
cific Coast territory. 

Distribution is effected through 150 
branches suitably located over the 
whole country and these efficiently 
serve between 300,000 and 400,000 
outlets which are regularly called upon 
by an army of salesmen. It can be 
readily seen under such a system how 
Sunshine” crackers, cookies and cakes 
have become nationally known articles 
of every-day use. Goodwill is pro- 
moted also by advertisements in all the 
popular, widely-circulated magazines. 

The capitalization of the Loose-Wiles 
Biscuit Co. consists of 37,142 shares of 
7% cumulative first preferred stock of 
$100 par value, followed by 547,991 
shares of common stock of $25 par value. 
Funded debt totals but little more than 
$500,000 and is composed entirely of 
subsidiary obligations, legacies from the 
acquisition of other properties. 

The depression has reacted upon 
Loose-Wiles less than upon the ma- 
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Current Price 22. Dividend $2.60. 


jority of other lines and this may be 
attributed mostly to the fact that the 
company’s products have enjoyed com- 
paratively stable selling prices during a 
time when its principal raw materials 
were falling precipitously. Not, however, 
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that the ill effects of the general disaster 
have been escaped entirely, for last year’s 
earnings were equivalent to only $3.14 
a share of common stock, compared 
with $4 in the previous year and with 
$4.88 in 1929. 

Although the company was formed 
as long ago as 1912, it was not until 
1927 that anything was paid out on the 
common stock. In the meantime earn- 
ings had been ploughed back into plants 
and equipment, other concerns had 
been acquired, and in 1927 the com- 
pany completed the retirement of the 
outstanding 2nd preferred stock. When, 
however, the common stockholder com- 
menced to benefit, he certainly bene- 
fited handsomely. His holdings were 
split 4-for-1, in addition to which he re- 
ceived a 25% stock dividend, the new 
stock being placed upon an annual divi- 
dend basis of $1.60. This rate was 
maintained during the whole of 1928. 
In the following year $2.35 was paid, 
while in 1930 the regular rate was 
raised to $2.60 and at the same time 
the company inaugurated a policy of 
paying 10 cents extra every quarter, 
which has been continued to date. Its 
further continuance, however, is an- 
other matter. 

For the first quarter of 1932, the 
Loose-Wiles Biscuit Co. reported earn- 


ings of only 65 cents a share, while for 
the first three months of 1930 earnings 
equivalent to 82 cents a share -were 
shown. 

From this one would judge that the 
company will be hard pressed during 
the present year to earn even the regu- 
lar dividend of $2.60, to say nothing of 
the customary extras. Is the company’s 
position such that it can afford to make 
unearned disbursements to stockhold- 
ers? As of December 31, 1931, Loose- 
Wiles reported current assets of $8,- 
000,000, of which $2,404,000 was in 
cash or marketable securities. Current 
liabilities totaled slightly less than 
$1,900,000. While this may be con- 
sidered a reasonably strong financial 
position for carrying on the business in 
the ordinary way, it would certainly 
appear to be ill-advised to impair it. 

Under these conditions, some modifi- 
cation of the company’s present divi- 
dend policy seems more than likely. 
But from the point of view of the 
prospective purchaser a moderate re- 
duction in the dividend should be a 
matter of minor importance, for the 
present price of $22 a share already 
discounts such a development. Even 
though the dividend were cut to 40 
cents quarterly with no extras, the yield 
afforded at the present price would still 
be more than 7%, and a greater reduc- 
tion than this is hardly conceivable on 
the strength of today’s evidence. 

While spectacular profits from the 
common stock of the Loose-Wiles Bis- 
cuit Co. can hardly be expected from 
the very nature of the company’s busi- 
ness, there is nevertheless no possibility 
of a sudden catastrophe. The stock of 
course may be somewhat erratic in the 
immediate future as is always the case 
with a security whose dividend is not 
thoroughly secure. But ignoring in- 
termediate market fluctuations the com- 
pany enjoys the long-term prospect of 
further, albeit slow, expansion and this 
foreshadows eventually higher prices 
for its common stock. 
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Chesapeake & Ohio Railway Co. 


Still Pays Dividends at Maximum Rate of Boom Period 


ing dividends on their common 

stocks at the maximum rates of 
the 1928 and 1929 boom era. The 
Chesapeake & Ohio Railway Co. is one 
of them. Even allowing for the possi- 
bility that the dividend may be reduced 
in the near future, it is no less an 
achievement that it has been earned and 
paid under extremely difficult condi- 
tions for so long. Furthermore, such an 
accomplishment holds out high hopes 
for the future when business becomes 
only slightly more normal. 

The Chesapeake & Ohio Railway 
Co. operates more than 3,000 miles of 
main line which stretches west from 
Norfolk through the coalfields of Vir- 
ginia, West Virginia and Kentucky to 
Cincinnati and thence northwest to 
Chicago. There is also a branch which 
runs north through Columbus and 
Toledo to Detroit and from here a net- 
work of lines over the central part of 
Michigan provides another entry to 
Chicago. 

In view of the territory through 
which the company operatés, it is 
hardly surprising that coal is the prin- 
cipal trafic item. Indeed, bituminous 
coal accounts for more than 80% of 
the total tonnage carried and it is on 
the future consumption of this product 
that the road’s prosperity very largely 
depends. So far during the present 
depression the coal traffic has held up 
comparatively well and it was this, 
coupled with a program of drastic re- 
trenchment, which enabled the com- 
pany to report earnings equivalent to 
$3.47 a share on its common stock last 
year in marked contrast to the many 
railroads which failed to earn even 
fixed charges. Results for the first few 


f henx are few railroads still pay- 


Current Price 15. Dividend $2.50. 

months of this year are running some- 
what below those of the corresponding 
period of 1931. For the period be- 
tween January 1 and April 30, the 
company has just reported a net income 
of $6,164,749 after the deduction of 
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taxes, charges and sinking fund re- 
quirements. This is equal, after divi- 
dends on a minor amount of preferred 
stock outstanding, to 80 cents a share 
on 7,652,650 shares of $25-par common 
stock. For the corresponding period 
of last year 85 cents a share on a 
slightly smaller number of shares was 
reported. 

The latest showing gives grounds for 
believing that the management's con- 
fidence in an earning power this year 
sufficient to cover the regular $2.50 
dividend will not prove to be too mis- 
placed. But, even making all due 
allowance for an official optimism, 
it would seem that the stock at its 
present price of $15 a share had 
fully discounted any reduction which 
seems at all possible. If the disburse- 
ment were cut to $1.50 the stock would 
still yield 10%. 

The present low price for the com- 
mon stock of the Chesapeake & Ohio 
may be attributed more to the generally 
deplorable railroad situation and the 
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fact that this particular road is the key- 
stone of the somewhat shaky Van 
Sweringen pyramid than to any par 
ticular adversity suffered by, or in 
prospect for, the carrier itself. It is 
true of course that the Chesapeake and 
its affiliates have tremendous paper 
losses at the present time in their hold- 
ings of Pere Marquette, Erie and other 
railroads and that it is receiving no in- 
come from these investments. On the 
other hand, these commitments make 
no difference to the operating results 
and these, as has been seen, are more 
than sufficiently good to warrant pres 
ent prices. Moreover, while the Chesa- 
peake & Ohio’s financial position is not 
in actuality particularly good, it still 
enjoys, in contrast to most of its con- 
temporaries, a credit standing such that 
new financing is by no means im 
possible. This can be easily seen from 
the current quotations for the road's 
bonds, which reflect not only the com- 
paratively good earnings but the fact 
that until this year no money what 
soever had been borrowed from the 
banks. The $2,500,000 which has 
been borrowed since the first of the 
year is not a serious item although it 
would, of course, be well for the stock- 
holder to check periodically the roads’ 
floating debt lest it show any marked 
tendency to increase. With considerable 
assurance that the Chesapeake’s own 
earning power will see it safely through 
the depression and with the possibility 
of improvement not only bettering to 
day’s showing but adding millions to the 
value of its security holdings, the in 
vestor is presented with a long-pull op- 
portunity which, although somewhat 
speculative, might well prove unusually 
profitable. 


Standard Oil Co. (New Jersey) 


Developments Indicate Regrouping of Rockefeller Units 


RGANIZED in 1882 a decade 
before the Sherman Anti-Trust 
Law was conceived, the senior 
Standard Oil organization celebrates its 
half-century birthday on August 5, 
next. It already appears to be em- 
barking on a natal observance having 
as its finale a celebration of “founder's 
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Current Price 25. Dividend $1.00. 
day,” the re-establishment of the Rocke- 
feller regime in the Standard Oil 
family, partly through mergers and 
partly through stock affiliation. Some- 
how or other the Sherman Law, which 
forced the segregation of Standard Oil 
into 33 separate, independent com- 
panies, does not seem today to loom 


menacingly as a bar to the economic 
regrouping of certain of the present 
day “Standards.” 

Recent developments in the Standard 
Oil situation, as it affects the New 
Jersey corporation, include the closing 
of arrangements for purchase of the 
Standard of Indiana's 96% interest 
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the foreign properties of the Pan 
American Petroleum & Transport Co. 
at a price of $50,000,000 in cash, and 
the remainder in stock of the New 
Jersey company having a book value as 
of December 31, last of 96 million dol- 
lars. This will serve to bring the In- 
diana and New Jersey organizations 
closer together, will end competition, 
reduce business costs and also will lead 
probably to representatives of the Indi- 
ana corporation serving on the directo- 


. rate of the other. 


Nor is this New Jersey-Indiana rap- 
prochement the only recent move look- 
ing towards the merging of interest, 
and to some extent identities, of Stand- 
ard Oil organizations with the original 
parent of them all, for it has been dis- 
closed that pians for the consolidation 
of the Standard of California with the 
Standard of New Jersey are again 
under way. In addition, evidence has 
not been lacking that the New Jersey 
corporation is working right along to 
improve the earning possibilities of its 
stock. 

Notwithstanding many corporations 
are hard pressed for cash, Stand- 
ard of New Jersey on February 1 
voluntarily retired 30 million dollars of 
§% debentures which were not due 
until 1946—thereby averting 14 years 
of interest payments amounting to 
$1,500,000 a year—a tidy saving. 

In the 10 years ended December 31, 
1930, Standard of New Jersey earned 
more than 750 million dollars, an 
average of $2.63 per share a year. The 
1931 report, in marked contrast to this 
picture, shows earnings of only 33.8 
cents a share for the entire year, 
equivalent to but 7/10 of 1% on the 
net assets. This substantial drop in 
earning power as compared with last 
year and with the 10-year average (in 
1930 the company earned $1.65 a 
share) tells its own story of the business 
oo and disappointments of 

I. 

The remarks of W. C. Teagle, presi- 
dent of the corporation to the stock- 
holders appended to the 1931 report 





but released only a fortnight ago, may 
have increased the nervousness of the 
average stockholder, also, though they 
were intended possibly more as a cau- 
tion than as a forecast—a warning 
against overconfidence in complete and 
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early restoration of the company’s full 
earning power. Mr. Teagle said that 
“it is obvious that use of the earnings 
of the past for payment of dividends 
cannot continue indefinitely, and that 
there must be an improvement in our 
business to justify the continuance of 
the present rate.” But he added that 
petroleum can be the first industry to 
recover from the present depression, 
and “this company has continued plan- 
ning for the future development of its 
business in the confident expectation 
that the unsatisfactory results of the 
current period are but a temporary in- 
terruption in growth.” Those who 
jumped to the conclusion that this fore- 
shadowed a cut in the next dividend— 
due for payment in September—prob- 
ably overweighed Mr. Teagle’s re- 
marks, for within 48 hours the stock 
had completely thrown off the de- 
pressing effects. 

Nothwithstanding the adversities of 
1931 and the withdrawal of 42.5 mil- 
lions of cash from surplus for the pay- 
ment of dividends, the surplus at the 
end of 1931 had increased to 592 mil- 
lion dollars from 549 million at the end 
of 1930. This was accomplished 
mainly through the consolidation of 
subsidiaries. Current assets at the end 
of 1931 were 671 million dollars 
against 731 million at the end of the 
preceding year, while current liabilities 
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dropped from 169.1 million to 86 mil- 
lion dollars. Working capital increased 
40 millions to $585,238,363. Invento- 
ries of oil were cut from 223.8 million 
dollars in value at the close of 1930 to 
170.4 million at the end of 1931. 

In one way, it is to be regretted that 
the annual reports do not issue until 
about mid-May each year, and that 
interim information is meagre, for 
many investors insist upon having prac- 
tically up-to-the-minute data upon 
which to base a decision to acquire or 
hold securities. This has a tendency to 
deprive the market for Standard of 
New Jersey of investor buying support 
in declining phases and would account 
also for the sluggishness of its re- 
coveries. 

The ability of the corporation, how- 
ever, to continue not only its regular 
quarterly dividend of 25 cents a share 
but its extra quarterly disbursement 
of the same amount in such times as 
these; its recognized dominant position 
in the industry; the fact that its stocks 
of crude oils stood at the beginning of 
this year at the lowest total since 1922 
giving it no inventory problem;—these, 
and the retirement of 30 millions of 
funded debt coupled with the coming 
retirement, on July 1, of 22 million 
more which comes due at that time, all 
point to the wisdom with which the 
company’s affairs are guided and com- 
mend its stock to the investor. With 
the turn into the last half of 1932 
the funded debt of the Standard of 
New Jersey will have been cut almost 
30% as against the total at the end 
of 1931, and its interest charges low- 
ered more than 2.6 million dollars a 
year, the equivalent of a little over 10 
cents a share on the outstanding 25,- 
735,468 shares—there is no preferred 
stock. 

In short, Standard of New Jersey is 
a strong, progressive enterprise, operat- 
ing in an essential industry, whose com- 
mon stock, offering as it does a yield 
of almost 8%, may well be considered 
as a long term holding well adapted to 
the average man’s portfolio. 


United Gas Improvement Co. 


A Holding Utility that is Practically in Operating Group 


ILITY investment and manage- 
ment holding companies have not 
enjoyed great public favor over 
© past two years because of their 
*eming inability to prosper on the 
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Current Price 16. Dividend $1.20. 


profits from the operating utilities 
under their management or control. 
That this blanket disapproval may be 
unwarranted is not denied by the in- 
vestment world, but at the same time 


there has been a lack of interest in these 
securities as a group, and an unwilling- 
ness to consider the relative merits of 
individual issues. 

United Gas & Improvement Co. pre- 
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sents a materially different picture than 
ordinarily is conceived by the descrip- 
tion of a corporation as a holding and 
investment company, for its investment 
holdings have not been used as the col- 
lateral basis for bond issues, its capital 
stock issue is not out of line with its 
investment portfolio, its expenses are 
small, approximating 7% of its total 
income, and its holding company posi- 
tion has been well described as but a 
technical necessity for simplifying man- 
agement of its operating units. 

United Gas & Improvement Co. has 
an unbroken dividend record extending 
over a period of 46 years. Its phase 
of greatest expansion dates only from 
1924, however, and it now serves a 
population of between 5 and 6 millions 
in Southeastern Pennsylvania and adja- 
cent sections of Maryland and Del- 
aware,—this, through its 97% owned 
subsidiary, the Philadelphia Electric 
Co. which centers its operations in 
Philadelphia and near-by territory, and 
has recently completed its noted Cono- 
wingo River hydro-electric plant. It 
also operates under lease the Philadel- 
phia Gas Works Co., U. G. I. receiv- 
ing an annual operating compensation 
varying from $800,000 to $1,100,000. 

The company also owns 36% of the 
common stock of Public Service Corp. 
of New Jersey,—of which United Cor- 
poration owns 18%, the two thereby 
jointly controlling the dominant elec: 
tric, gas and traction utility of Central 
and Northern New Jersey. This affilia- 


tion with United is of interest because 
the latter owns26% of the common stock 
of United Gas Improvement, and both 
corporations have substantial invest- 
ments in Niagara Hudson Power and 
Commonwealth Southern. Other hold- 
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ings of U. G. I. include control of the 
Connecticut Electric Service Co., op- 
erating traction lines and serving the 
important industrial centers of Con- 
necticut with light and power. 

United Gas Improvement has a sim- 
ple capital structure. There are out- 
standing 765,216 shares of $5 no par 
preferred and 23,254,424 shares of no 
par common. It has no bonded debt, 
but the subsidiary corporations have 
substantial bond issues outstanding. A 
year ago the company retired a $13,- 
000,000 note issue, financed through 
the sale of preferred stock. 

Earnings of U. G. I. have shown a 
steady increase, reflecting little of the 
business disturbances over the past 
three years. The year. 1931 showed a 
gain over 1930, and 1930 likewise 


ities 
> 





showed a greater net income than had 
1929. Earnings on the common stock 
in 1931 were $1.33 per share. This 
contrasted with $1.30 reported for the 
preceding year. For the first quarter 
of the current year, which might well 
have been expected to show the re. 
sults of the continued prostration of in- 
dustry in the territories served by the 
company, the quarterly statement 
shows 39 cents per share to have been 
earned. 

It will be observed that the annual 
dividend has been earned by only a 
moderate margin, but consideration 
must be accorded also to the fact that 
this condition and the persisting up- 
trend in net income have been con- 
temporaneous with the slowing up of 
business and the absolute disappearance 
of profits in numerous other avenues of 
endeavor. One’s mind rests, therefore, 
rather easily on the conclusion that not 
only will United Gas Improvement be 
able to pull through the remainder of 
the business depression with its earn- 
ing power unimpaired, but that the 
directors will not feel called upon to 
exercise undue caution and reduce the 
dividend rate. If purchased around 
current levels the shares eventually, 
and at not too distant a period, should 
present opportunities for very interest: 
ing market profits and in the interim 
would be a source of satisfying income. 
There is, of course, no reason for pres’ 
ent holders. sacrificing their interests 
and probability of recovery. 


General Electric Co. 
A Dividend-Payer for More Than Three Decades 


Electric Co. has distributed divi- 
the 
common stock having been on an $8 
annual basis for 26 years of that period 


YOR more than 32 years General 


dends to its stockholders, 


—to April, 1926. In addition stock 
dividends were distributed ranging 
from 2 to 30%. Then the era of stock 
expansion and of capitalizing surpluses, 
was entered. In May, 1926, the first 
split-up came, 4-for-1 exchange, and 
the stock was placed at once on a $3 
basis, the equivalent of 12% on the old 
stock, followed the next year by the 
establishment of a $4 rate. There also 
were extra cash distributions from time 
to time. Still the company expanded, 
and in January, 1930, a 300% stock 
dividend was declared and the shares 
were placed on an annual dividend 
basis of $1.60, the equivalent of $25.60 
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Current Price 14. Dividend $1.00. 


a share on the pre-1926 capital struc- 
ture. 

It is well to consider this background 
in studying General Electric today, for 
a stock market valuation of $15 a share 
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is the equivalent of $180 a share just 
six years ago, and the current dividend 
of 25 cents quarterly is exactly double 
the dividend paid uninterruptedly for 


26 years. In this light, General Elec 
tric, yielding 7% at current prices, ap’ 
pears merely to have been deflated to« 
level that appraises its investment value 
a bit too conservatively, and possibly 
overemphasizes the uncertainties of 
the business prospect. 

Naturally earnings have been a 
versely affected by the general busines 
setback, yet General Electric has not 
fared so badly as many of its fellow 
industrial leaders, for it has managed to 
make both ends meet right along, and 
in 1931 came within 27 cents of earning 
the $1.60 in dividends disbursed on the 
common during that year. In 1930, 
the year in which the outstanding stock 
was quadrupled the second time, $1.9" 
was earned. In the first quarter of tht 
year only 16 cents a share was carne? 
and the current quarter is unlikely 
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show much change. Operations now 
are between 20 and 25% of capacity 
and officials see no immediate prospect 
of material improvement in business ac- 
tivity or profits, and, while it is still 
somewhat early in the year to forecast, 
the company may fall short of earning 
its dividend this year. It is, however, 
in a remarkably strong position with 
115 million dollars in cash at the be- 
ginning of this year, total current 
assets Of 219 million against current 
liabilities of 28 millions, and a surplus 
of 352.5 millions of dollars. 

The present dividend calls for the 
distribution of $7,250,000 a quarter, 
and failure to earn this in full imposes 
no considerable drain on General Elec- 
tric’s financial backlog, for its working 
capital at the end of 1931 was greatly 
in excess of requirements. The item 
exceeded 190 million dollars and this 
was but 15 millions less than the work- 
ing capital two years earlier—at the 
end of 1929 the most prosperous year 
in the company’s history. In that year 
the company did 415 millions dollars’ 
worth of business and carried 95 mil- 
lions of unfilled orders into 1930. Last 
year General Electric’s net sales were 
263 million dollars and but 49 million 
dollars in unfilled orders were carried 
into 1932. There is ground for believ- 
ing that the directors will maintain the 
company’s unbroken dividend record 
and reason for assuming that the cur- 
rent rate will be continued. 

General Electric’s business runs the 
whole gamut of electrical appliances, 
from electric light bulbs, household ap- 
pliances and office and factory equip- 
ment, to the largest industrial generat- 
ing units, electric locomotives and other 
electrically driven transportation equip- 
ment, marine turbine-electric installa- 
tions, automatic traffic controls, heat 
regulating systems, and radio equip- 


are just as certain to succeed phases of 
business depression. This is something 
the average ‘investor is likely to forget 
when gloom envelops the business com- 
munity. 

Aside from $2,047,000 of 342% de- 
bentures due in 1942 General Electric 
has no funded debt, no notes or obliga- 
tions outstanding bearing its endorse- 
ment, nor have any of the companies in 
which General Electric owns a majority 
interest any funded debt in the hands 
of the public or any notes payable or 
loans owing to banks or to the public. 
It has outstanding 4,293,000 shares of 


non-voting, par $10, special stock pay- 
ing 6%, and 28,845,900 shares of no 
par common. That is its entire capi- 
tal structure. Practically all of the 
company’s profits, therefore, are avail- 
able for the stockholders General 
Electric common stock is not to 
be rated as an outstanding bargain. 
Rather it is to be considered as an at- 
tractive investment for the ordinary in- 
vestor—an investment that yields 
around 7% at these prices and carries 
promise of an eventual market profit 
and of increased dividend return when 
normal business conditions are restored. 








ing their selections from this list. 





Div. Rate 
$ per Share 


4 (N) 
4 (N) 


Norfolk & Western 
Union Pacific 


New York Steam Corp 

Pacific Gas & Elec. Ist 

Public Service of New Jersey. 

So. California Edison ‘‘B’’....1% (C) 
North American Co 3 (C) 
New York Steam Corp 7 (C) 
Amer. Lt. & Traction 

Buffalo, Niagara & Eastern Pr. 1.6 (C) 


Preferred Stock Guide 


NOTE: The following preferred stocks are listed solely in accord- 
ance with the current yield on each. The sequence of Guide, therefore, 
does not indicate a preference for one issue over any of the others. 
Readers should observe a proper diversification of commitments in mak- 


Railroads 


-—Earned $ per Share—, Redeem- Recent Yield 
1929 930 1 

182.20 
49,48 


Public Utilities 


118.62 


931 able Price % 
92.03 No 71 5.6 
25.50(e) No 51 7.8 


1 
138,50 
41.30 


121.92 
32.69 
16,95} 

5.37 
22,104 


ment. It carries on extensive research North Amer, Edison 6 (C) 
in the field of electricity and is con- b-nephe ill alae aaaaa rll old 
Elec: stant] develo d Philadelphia Co. 3 (C) 
= 3 y ping new uses and new Columbia Gas & Electric ‘‘A’’. 6 (C) 
>s, ap methods for the control of energy. 
d toa There is no reason to fear any long- 
= period check to the activities and ex- 
Ossi / pansion of this many-sided organiza- Industrials 
es O'@ tion. In any improvement in any divi- 
' sion of industry, General Electric is Procter & Gamble (2nd) 151.75 178.16 130.97 
n a ® ‘ertain to participate, and with a broad Stand. Brands, Inc, Cum. A.. 7 (C) 129,41 —_ — 120 
usiness business recovery it should speedily re- ag ge gaia | ee ns -_ 
acs ot ain i bili “ du Pont (E, I.) de Nemours 
re '@ Sain its ability to operate on a highly 78.54 5622 48.41 125 
fellow profitable basis. It has never been nig- Allied Chem. & Dye 76.88 63.90 48.20 120 
ged tM vardly in passing profits along to share- Diamond Match Jee 2.86 3.56 No 21 
g, an holders but at the same time has been General Mills 18.86 20.08 16.44 115 84 


90.87 
84,68 
49.51 
64.03 
24,24 
31.96 


87.42$ 110 89 
56.64 No 96 
25.76 102% 80 
54.41 No 91 
26.18 No 63 
42.86 No 86 


81.92 
98,91 
62,24 
35.92 
21.36 
11,82 


+ Regularr ate, $4, 
NF—Not available. 


Commerc. Investm. Trust Ist. 6% (C) 


arning 
7 (C) 


careful to conserve ample stores of its 
harvests against the times of famine 
ind distress. Its 40 years of experience 
ave demonstrated that business depres- 
‘ons are certain to follow phases of ex- 
Pansion and prosperity—and have also 
pressed upon its management that 
new phases of expansion and prosperity 


lor MAY 28, 1932 


Mathieson Alkali Works 
Colgate-Palm-Peet 

General Cigar 

Hershey Conv. 

Lorillard (P.) Co. ........s0. 


N—Non-cumulative, 
(e) Estimated. 


C—Cumulative. (a) After Feb. 1, 1934. 


+ On combined preferred. 
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CONSOLIDATED OIL CORP. 





Depression Dictates Merger and 
Makes Economies Possible 


Sinclair and Two Prairie Units Combine, Write 
Down Assets, Reduce Charges and Otherwise Plan 
to Be in Position to Benefit in Business Revival 


industry is that demand for its 
products, well sustained through- 
out the depression, will continue to in- 
crease for many years to come. This 
is a boon that other industries might 
well envy, if it were not counter- 
balanced by some economic disadvan- 
tages which are also outstanding, if not 
unique. Chief among these is the difh- 
culty of controlling the supply of crude 
oil. Closely related to it is the intensely 
competitive problem of obtaining profit- 
able prices for refined products. 
Chiefly because of wide fluctuations 
in crude supply and the resultant reper- 
cussions upon prices of finished prod- 
ucts, earnings even of the largest and 
best-managed oil companies have varied 
greatly from year to year. For this 
reason common stocks of 
most oil companies have 


je one certainty of the petroleum 


By Nicnotas T. CaLHoun 


Thus, the record would seem to in- 
dicate that securities of strong oil com- 
panies are a buy when conditions in 
the industry are none too bright and a 
sale when prices are satisfactory and 
profits large. If it can be assumed that 
this historic sequence will continue, the 
present depressed quotations for petro- 
leum securities offer a speculative op- 
portunity for the patient buyer. 


Trend Towards Consolidation 


Moreover, there is a second factor 
of hope in the present situation; and that 
is that recent years of difficulty have 
spurred the industry to an increasingly 
effective internal housecleaning by 
means of which inherent economic ad- 
versities can be more efficiently dealt 


with. The effect of cut-throat com 
petition is a gradual swing of the 
pendulum back toward consolidation 
and integration, and a tendency to con- 
centrate a larger and larger part of the 
business in the hands of a limited num- 
ber of powerful companies. This 
should eventually eliminate many of the 
old evils without in any respect raising 
a threat of monopoly. 

The Consolidated Oil Corp.—a 
merger of the Sinclair Consolidated Oil 
Corp., Prairie Pipe Line Co., and the 
Prairie Oil & Gas Co.—is the newest, 
and one of the largest, of the modern, 
thoroughly integrated giants of petro 
leum. Its common stock, available at 
this writing at slightly less than $5 per 
share, is a speculation well worthy of 
consideration both because of its low 

cost. and the potentiali 
ties of the company. 











not been generally re- 
garded as attractive for 
long-term investment. 
Yet it is significant 
that, despite all hazards 
of the business, various 
leading oil companies 
have consistently im- 
proved their individual 
positions. To the oppor- 
tunist investor it should 
be significant also that in 
the past, periods of ab- 
normally low oil prices 
have habitually, through 
their automatic correc- 
tions, paved the road for 
better times of greater or 








Total assets 

Net working capital 

Potential daily crude oil production 
Current daily crude oil production 
Producing wells in mid-continent area 
Oil in steel storage 

Pipe line system, largest in the world 
Ocean tankers 

Total daily refinery capacity 

Casinghead gasoline plants 

Daily casinghead capacity 

Owned and leased gasoline filling stations 
Total retail marketing outlets 

Gasoline sales per hour, 24 hours per day 


Highlights of Consolidated Oil Corp. 


$376,419, 643 
$119,056,000 
1,000,000 barrels 
70,000 barrels 
8.500 
50,000,000 barrels 
7,000 miles 
120,000 tons 
182,000 barrels 
17 
400,000 gallons 
12,000 
33,000 
114,000 gallons 


This is a depression 
merger, different in many 
respects from the pros 
perity mergers of the 
boom era. The com 
solidations of 1928 and 
1929, it need hardly be 
said, rested all too often 
upon an inflated ap 
praisal of values. The 
tendency in stock capi 
talization was toward ex: 
cessive write-ups 0 
assets. : 

The Consolidated Oil 
merger is a creation 0 
hard times, and if it has 
one eye hopefully upon 
the future it also has 











lesser duration. 
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the other focused intently upon the 
stern realities of the present. In a very 
specific way it increases the effective- 
ness of current operation of each of the 
three properties involved. Moreover, 
it is unusual in starting not with an ex- 
panded capitalization but with a writ- 
ing down of assets to a level much 
lower than the aggregate shown on the 
three balance sheets before the consoli- 
dation was effected. 


Balance Sheet Values Lowered 


Thus, net capital assets are stated as 
$214,444,482 as of January 31, 1932, 
as compared with $351,937,770 in the 
pro forma balance sheet of May 31, 
1931. This is a write-down of $137,- 
493,288, raising capital surplus to 
$173,982,763. The revision represents 
a financial housecleaning and a con- 
servative recognition of existing values. 
It should tend to lower necessary de- 
preciation allowances. While it lowers 
the balance sheet stated value of the no 
par common shares to $5 and their book 
value to $18, it, of course, does not in 
any way alter the actual productive 
value of the properties owned and does 
not change the real equities of security 
owners. Indeed, the revised capitaliza- 
tion should ultimately smooth the road 
to profits and dividends on the common 
stock, whereas it might be difficult, if 
not impossible, to show profits on the 
former asset valuation after deducting 
all charges. 

The motives behind the merger merit 

attention, since they throw considerable 
light upon it. The Sinclair Consoli- 
dated Oil Corp. had previously moved 
far along the road to integration, en- 
gaging in production, 
transportation, refining 
and marketing over a 
broad area in the East, 
South and Middle 
West, as well as abroad. 
Thus, the scope of its 
Operations was similar 
to that of such larger 
organizations as the 
Texas Co. and such 
leading Standard Oils 
as Standard of New 
Jersey, Standard of 
New York and Stand- 
ard of Indiana. 

Its position with re- 
spect to crude oil pro- 
duction and to pipe 
line transportation, 
however, was subject to 
Improvement, and it is 
these two complemen- 
tary elements that 
Prairie Oil and 
ga Pipe Line sup- 


Ply. Consolidated Oil Refinery at Houston, Texas 
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Although certain minority stockhold- 
ers of the Prairie companies raised ob- 
jections to the terms of the merger, it 
was overwhelmingly ratified by those 
owning a majority of the respective 
stocks. It is of interest to note that 
assent was given by the Rockefeller in- 
terests, who, through exchange of their 
Prairie holdings, have an interest of ap- 
proximately 1,125,000 shares of the 
total of 14,218,000 shares of Consoli- 
dated Oil common outstanding. 

It is understood that the merger was 
favored also by the Harkness and 
Whitney estates, large owners of 
securities of the various oil companies 
originating out of the dissolution of the 
original Standard Oil Co. in 1911. 
Voted for the merger also were the 
large blocks of stock held by the Petro- 
leum Corp. of America, formed several 
years ago by the Blair & Co., banking 
group. This corporation, Blair & Co., 
and Chase National Bank interests are 
among those represented on the directo- 
rate of the enlarged company. 

In connection with the merger terms, 
it is logical to point out that, because 
of the general trend of the industry 
toward integration, consolidation was a 
matter of more urgent necessity to the 
two Prairie companies than to Sinclair 
Consolidated. Prairie was originally 
one company, formed after the Stand- 
ard Oil dissolution decree of 1911. 
Several years later its pipe lines were 
declared common carriers by the courts 
and the producing and transporting en- 
terprises were separated. Prairie Oil 
production, however, continued to sup- 
ply the bulk of the oil transported by 
Prairie Pipe Line. 


For years these two companies 


earned satisfactory profits, but in time 
the customers of each began to go in 
more for their own production and 
their own pipe lines, with a corre- 
sponding decline in Prairie business. 
This decline is graphically illustrated by 
the fact that total sales of crude oil 
by Prairie Oil amounted to 77,896,049 
barrels in 1929, to 64,432,096 barrels 
in 1930 and to only 24,856,804 barrels 
in 1931. Total deliveries of Prairie 
Pipe Line were 75,093,661 in 1929, 
56,672,668 in 1930 and only 32,297,- 
545 in 1931. 


Marked Down Trend in Earnings 


Because of the merger, complete in- 
dividual earnings reports for the Prairie 
companies for 1931 are not available, 
but the trend indicates a growing crisis 
in the affairs of the companies, due 
both to the loss of customers through 
integration of other companies and to 
the decline in production and transpor- 
tation resulting from proration in vari- 
ous states. Prairie Oil earned $5.89 
per share in 1929 and only 91 cents 
per share in 1930. The figures of much 
reduced sales of crude oil for 1931, 
given above, suggest a still greater de- 
cline in 1931 profits. Prairie Pipe Line 
earned $5.63 per share in 1929, $3.80 
per share in 1930, 88 cents per share 
in the first nine months of 1931 and 
lost $547,300 in the eleven months of 
1931 ended November 30. 

Thus, affected far more by changes 
within the industry than by temporary 
conditions of business depression, it 
was necessary for the Prairie companies 
to make a choice between going in for 
integration on their own part, through 
the necessarily expen- 
sive, if not impossible, 
program of acquiring 
or constructing refining 
and marketing facilities 
or of becoming a part 
of a large, integrated 
company. Looking to 
the longer future, 
rather than to past 
Prairie earnings, the 
controlling interests in 
the companies chose the 
alignment with Sin- 
clair. 

Investors need expect 
no magic from this con- 
bination, but analysis 
of its set-up does in- 
dicate that it is strong 
enough to withstand 
any probable period of 
bad conditions in petro- 
leum and that it should 
share _ proportionately 

(Please turn to 
page 190) 
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Market Indicators 














A Bond Is Called 


Investors in the United States of 
Brazil Coffee Security 7/2s due in 1952 
are having the unusual experience of 
seeing their bonds, which have been 
called for retirement on October 1 of 
this year, at 102, selling around 76. 
The explanation for, this is found in 
the fact that of the £9,000,000 of the 
original loan sold in 1922, £7,000,000 
was sold in Great Britain, and the 
bonds are payable at the current sterl- 
ing rate of exchange. With sterling 
quoted at $3.68 in United States funds, 
this amounts to a discount of 24% 
from the par of $4.84, so that the quo- 
tation of 76 for the bonds in New York 
is in line with exchange rates. The 
issue differs from other Brazilian bonds 
in that, while they are a direct obliga- 
tion of the government, they were 
secured by a first mortgage on the gov- 
ernment’s stocks of coffee. It was 
arranged that sufficient coffee be main- 
tained in the warehouses to cover fully 
the amount of bonds outstanding plus 
one year’s: interest requirements, at 
80% of the current market price of the 


commodity. The present situation pre- 
sents interesting possibilities for im- 
porters, travellers or others who are 
certain to need sterling around October 
1 and who feel that present quotations 
for this currency are satisfactory. The 
bonds may be purchased and held until 
the call date, for the yield is close to 
7A%, which is certainly better than 
could be obtained by buying future 
sterling in the ordinary way. 


* * 


Chewing Gum and “Whatnots” 


It was some time ago that the Wil- 
liam Wrigley, Jr., Co., set a new fashion 
in the chewing gum field by combining 
this business with something along the 
lines of a Farm Board. There came a 
time, however, when Wrigley found 
that something had to be done about its 
“stabilization” holdings of cotton. Ac- 
tion took the form of having the cot- 
ton made into hankerchiefs which are 
to be offered to dealers in combination 
with chewing gum. Incidentally, the 
same company recently bought several 
million silver teaspoons which played a 


For Profit 





part in another combination offer. The 
possibilities in the movement are stag- 
gering; we wonder how far it can go 





* * * 





Windmills Again? 





Despite all we may think to the con- 
trary, the windmill has not died. Here, 
are six hard-headed public utilities 
banding together to spend well over 
$1,000,000 on one. It will not, how- 
ever, be the tall, whitewashed tower 
with lazily turning sails which one in- 
stinctively associates with a windmill. 
Rather, it will be a circular chain of 
railroad flat cars half a mile or so in 
diameter and on each car there will be 
a monstrous cylinder. The wind, strik- 
ing the. rotating cylinder, forms pres 
sure on one side and a semi-vacuum 
on the other, thereby creating many 
times more power than would be the 
case with an ordinary sail of the same 
projected area. This curious apparatus 
will be employed to generate electricity 
and, should it prove a commercial suc 
cess, it will be necessary to revise one’s 
ideas of a public utility plant very con 














































































































































O i G in this I from Th 
ne-Line Analyses of Common Stocks in this Issue from [he 
Information as of 
DIVIDENDS 
Compan Ticker | List-| Rat- Business ——- ouanees: Par Record 
cialess ymb.| ed | ing ? ing Rate |Payable} pate 
1] Air Reduction............... ADN | N | Bl | Oxygen & commercial gases..... None 841,289 No | 3.00 | q-4/15 3/31 
2 pvadoe som : “RR a AC N Bl | Tin container mfg............- None 2,473,998 25 4.00 | 9-5/16 5/2 
3] Barnedall Corp. ‘A’.......... BDL N Oil holding & operating........ 88,100 2,118,721 25 8/10/|31 div. pjassed 
4 | ee BST N Cl | Apparel retailers.............. 950,000-M 300,000 No 6/15/32 div. p|assed 
5 | Chesapeake & Ohio.......... co N OR 6 INT 5is'5 5500 wea scceee 230,453,200 7,651,679 25 2.50 | q-4/1 . 
6 | Colgate-Palmolive-Peet...... CPL | N Al | Soaps & creams.............-- None 1,999,970 No 2.50 | q-4/20 4/1 
7 | Consolidated Oil............ CNI N C2 | Integrated oil co.............-- 62,616,700 14,218,835 No 7/15/|31 div. plassed ‘ 
8] Corn ucte Refining...... CFG N Bl | Corn Des wkend okas os 606 1,775,000 2,530,000 25 .00 g-4/20 as 
9] du Pont de Nemours......... DD N B2 | Chemicals & explosives......... 1,500,000 11,065,710 20 3.00 | q-7/25 aa 
10 | General Electric............. GL N cl nen — RPP eT 2,047,000 28,845,' "927 No 1.00 | q-4/25 PA 
11 | Kroger Grocery & Baking....| KR N B2 | Grocery chain............-++-- None 1 7830, 878 No 1.00 | q-6/1 as 
12 | Loose-Wiles Biscuit.......... LO N BI Creahass & biscuits be kc ade wae o 930,000 48,303- 25 2.60 we 1 t a 
ko] ae LT are PEJ N Bl | Dry goods SSSR gER ST 3,283,000 2 55° 908 No 2.40 | g-3/31 
14| Remington Rand............ RR N C2 | Office equipment.............. 20,720,000 Ay "338,060 No 4/1/3}1 div. p — " 
15 | Safeway Stores.............. SAF N B2 | Grocery & market chain........ None 635,669 No 5.00 | q-4/1 fr 
16 | Standard Brands............ SB N | B2 | Food products..............-- None 12,641,227 No 1.20 | q-4/1 3/16 
17] Standard Oil of New Jersey... J N Cl | Integrated oil co.............-- 121,289.367 25,735,468 25 1.00 | q-6/15 2/31 
United Gas Improvement... . N Bl | Utility holding co.............. 243,780,419 22°566.463 No 1.20 | q-6/30 : 
M—Mortgages 
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The Stockholder 





and Income 


‘iderably. Incidentally, the same sys- 
tem is also actually being tried on 
an airplane. Instead of wings the ma- 
chine has two rotating cylinders on 
either side and the inventor claims for 
his ship greater lifting power and a 
dower landing speed than is possible 
with the ordinary winged machine. 


* x 
News of Loew’s 


Of all the motion picture companies, 
Loew's continues to make by far the 
best showing. Not of course that the 
company has escaped entirely the effects 
of the depression, nor the cataclysm 
which has taken place in the industry 
itself. It has done, however, compara- 
tively well. For the twenty-eight weeks 
ended March 11, the company reported 
anet profit, after preferred dividends 
and estimated subsidiary preferred divi- 
dends, equivalent to $3.13 a share of 
common stock. In the corresponding 
previous period $4.22 a share was 
shown. Loew’s is reported to be put- 
ting into effect a plan whereby its chief 
executives will forego two or three 


months pay this summer as well as the 
large bonuses they have been accus- 
tomed to receiving, which is estimated 
to result in a saving of some 124% 
in the total payroll. Also, it is interest- 
ing to note that the company’s new 
picture “Grand Hotel” is destined ap- 
parently to be very successful. Should 
such be the case, it will have a stabiliz- 
ing influence on the company’s income 
during the coming, normally dull, sum- 
mer months. 


* ok # 
A “Different” Dividend Policy 


There must indeed be few who have 
not received in recent months one or 
more little notices to the effect that 
“owing to the difficulties of the period 
the directors of your company have 
deemed it advisable to conserve cash re- 
sources by omitting the quarterly divi- 
dend due at this time.” But here is the 
president of the Peerless Motor Car 
Corp. doing exactly the reverse, stating 
that “in view of the uncertainties that 
we are experiencing in the motor car 
industry and business conditions in gen- 














eral, it was felt by our board of 
directors advisable to make distributions 
to stockholders at this time.” The 
Peerless Corp. for the year ended Sep- 
tember 30, last, reported a substantial 
deficit. It is difficult to say which of 
these two dividend policies is the better 
from the stockholders’ point of view. 
Should the company survive and again 
be ultimately profitable they would 
probably fare better in the long run by 
foregoing present income. On _ the 
other hand, should the company dis- 
sipate its resources and then go down 
to disaster they will wish that they had 
received something while it was still 
there to be had. Most companies, of 
course, pass their dividends and then 
slowly bleed to death and it is un- 
doubtedly the recognition of this fail- 
ing which provides the reason why so 
many stocks are currently selling below 
their net quick asset values. If it was 
to avoid the possibility of stockholders 
not receiving anything, as appears to 
have been the case, the novel dividend 
policy of the Peerless Motor Car Corp. 
commends itself to one’s sense of 
justice. 
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or Stk. Div. 
3:1 3/28 


_1931_| 1931) 1932 Low 
4.54 1.21mr3} 0.78mr3 475% 


5.11 58% 
; 4 


dl 54 0.001 mr3|d0.18mr3 
4.15ja 3.02ja 1934 Div. passed because of downward earns. trend 
3.47 0.62mr3 233% Earnings held fairly well first five months 
24 13 High earnings and strong financial position 
Merger benefits may develop slowly 
Net running slightly below dividend needs 
( : General Motors.div. cut reduces income 
3: 0.38mr3 1 4:1 1/30 Plant running at about 20% of capacity 
1.46 ‘ 4% 5% 1930 Sales showed decline in first quarter 
3.14 22 £ Strong financially; net equals dividends 


3.13 4434 “se os Outlook is for near term profit maintenaace 
0.11mr ‘ l Pa a Earning power recovery unlikely near term 
6.34 re es § MaeMarr acquisition helping co’s. income 

ee } 14 9 Dividend covered; strongly intrenched food co. 


=! 1 46 0.39mr3 
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First four months’ orders sustained 

Moderate earnings recession appears likely 
Outlook for first half slightly better 
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Higher oil prices considerably brighten future 
Net declining but dividend covered well 
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The Readers’ Forum belongs to the readers of THE MAGAZINE OF WALL STREET 
and is intended exclusively to serve them in the discussion of problems of general 
This department welcomes and invites contributions from its 
readers without imposing rigid restrictions as to their choice of subject matter. Stories 
of personal experience with, or personal opinion upon, investment problems, are 


investment interest. 


particularly appropriate since they often are of interest to many. 


The services of 


this department also are available for answering investment questions of general in- 
terest excluding inquiries regarding the position or prospects of individual securities. 








Continuing the Prohibition Debate 


Readers Reply with Pros and Cons to 
Messrs. Revere and Pickett on the Economic 
Advantages and Disadvantages of Repeal 


Editor, READERS’ FORUM: 

I have read Mr. Deets Pickett’s 
article published in THE MAGAZINE OF 
WALL STREET and perhaps the fol- 
lowing comment may interest you. Ac- 
cording to his view, a revival of the 
liquor business would harm all other 
industries, because the consumers who 
bought liquor would have less to spend 
for other articles. But if this is valid, 
the depression will never end, because 
the effect of the revival of any busi- 
ness will be merely to depress still fur- 
ther other industries. For instance, if 
a sudden great increase should take 
place in the sale of automobiles, the 
effect on other industries would be dis- 
astrous, because even a cheap automo- 
bile costs considerable and the men who 
bought cars would have much less than 
before to spend for farm products and 
other articles. Also less to invest in 
life insurance and deposit in banks. 

The flaw in this argument is its 
premise. That is, the conclusion is 
founded upon the tacit assumption that 
the purchasing power of the consuming 
class is fixed. Of course, if this is true, 
any increase in the sale of one article 
would reduce the sale of other articles, 
but this is contraiy to fact. If a sudden 
great increase in the sale of automobiles 
should happen, this would mean the 
employment of thousands who are now 
idle and the purchasing power of these 
thousands would be enormously in- 
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creased, with consequent benefit to all 
industries. Moreover, if increasing em- 
ployment in one industry merely causes 
workers to be laid off in other indus- 
tries, then, conversely, laying off men 
in one industry merely causes increased 
employment in other industries, and 
this is certainly not true. 

Of course it would be far better to 
have an increase in the consumption of 
milk, ice cream, ginger ale, etc., rather 
than an increase in the consumption of 
liquor. But this is entirely irrelevant 
in a discussion concerning the economic 
effect of a revival of the liquor busi- 
ness.—GEORGE SELENINE, Oak Park, 
Ill. 


Evidently in Favor of Prohibition 


Editor, READERS’ FORUM: 

I have just read the article appearing 
under “What Prohibition Means to 
Business” by C. T. Revere in your last 
issue and feel I would be negligent in 
these times if I failed to comment. 

I have for the past 25 years been an 
executive employing labor in industrial 
pursuits and I believe that by far the 
larger percentage of employers will 
select the man who abstains from use 
of alcohol every time. Industry which 
today needs the best in a man, has no 
place for liquor or its user. 

I am heartily in favor of every line 
of the article and only wish the article 


could be.printed in every magazine and 
paper in the land. Such courage and 
good common-sense is to be compli 
mented most highly—Davip G. SHEP. 
HERD, Glenbrook, Conn. 


What Would Liquor Yield 
in Taxes? 


Editor, READERS’ FORUM: 

In his article on the “Economic Ad 
vantages of Repeal,” Mr. Revere sug’ 
gests that the United States Govern 
ment could pay from one-half to three: 
fourths of its entire expense from a tax 
on the liquor trade. Is such a procedure 
possible or even reasonable of assump 
tion? Certainly it is without precedent 
for any major government to load such 
a proportion of its expense on a single 
trade. Is it reasonable to suppose that 
we could collect in taxes, a sum from 
any trade that equals the entire volume 
of that trade at the time of its prohibi 
tion? Even among advocates of repeal, 
no responsible person has ever advo 
cated a free and unrestricted trade in 
liquors in this country, but on the other 
hand, all agree that if it is legalized it 
must be severely limited and strictly 
supervised. Under such restrictions 
may we reasonably expect to develop é 
trade whose profits could stand a t& 
levy equal to the combined taxes co! 
lected from all other individuals and 
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corporations combined, and then go 
further to raise that ratio from one to 
one, to two to one? 

The very proposal carries its own 
refutation. Either the commodity 
(liquor) would have to have a con- 
tinuous nation-wide sale, (which it 
would not have in this case) or else 
prices would have to be so high as to 
lead to widespread bootlegging and eva- 
sions of all sorts with resultant diminu- 
tion of tax returns. 

Likewise the fallacy of the proposal 
to liquidate European debts by imports 
of their liquor is apparent. What 


school of economists or what political 
group would propose to the American 
people they accept payment of their 
U. §. Government bonds in German 
beer, French wine or Scotch whisky?— 
J. W. Harris, Jr., Philadelphia, Pa. 


From One Who Doesn’t Believe 
In Straw Polls 


Editor, READERS’ FoRUM: 


I have just read Mr. C. T. Revere’s 
atticle in my number of THE Maca- 
ZINE OF WALL STREET April 16th. His 
notion of the reliability of straw pools 
to ascertain the sentiment of voters is 
inspiring and refreshing, but would 
hardly be practical in a political cam- 
paign. 

In the 1930 Literary Digest poll, the 

writer received three ballots. Two lady 
voters of his family received none. I 
understand telephone directories were 
the basis for apportioning ballots and 
I presume I received a ballot for a 
residence phone and one apiece for two 
office phones. At a neighborhood social 
gathering it developed that several busi- 
ness men had similar experiences. As 
a rule the ladies and farming com- 
munity were only partially representéd 
in the poll. 
_ The expense of nation-wide register- 
ing of voters and providing clerks and 
judges to guard against duplication and 
provide each elector with an oppor- 
tunity to vote once, is an expense so 
tremendous that no private corpora- 
tion can undertake it, even if the public 
could be induced to co-operate. It re- 
quires the united effort of many forces 
to induce the public to co-operate even 
in the general election. 

The 1930 Digest poll showed an 
‘normous increase of wet sentiment, 

ve wets outnumbering the drys several 
times. It was freely predicted that the 
new Congress would be overwhelm- 
ingly wet and repeal the Volstead law 

e first act after assembling. But the 
Present House of Representatives seems 
‘0 have an increase of less than 20 wet 
Votes and gets nowhere. 
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The notion Mr. Revere harbors that 
politicians refuse to follow the- change 
in sentiment of their constituencies is 
encouraging but not true. A man who 
is able to procure election to the House 
of Representatives has studied senti- 
ment in his district usually for years. 
He is personally acquainted with all 
the editors, press representatives and 
politicians therein, both great and 
small. He never ceases his endeavor 
to ascertain the wishes of his sup- 
porters and even after elected, he lies 
with his ear to the ground in prepara- 
tion for the next campaign. His opinion 
of the sentiment in his district on any 
public question is an expert opinion. 

The election of members of the 
House of Representatives every two 
years furnishes the best referendum on 
questions of great public interest. The 
candidates for Congress run on plat- 
forms that they believe the people will 
support. Those that guess wrong stay 
at home and those that guess right are 
the ones occupying seats at Washing- 
ton. When wet voters are in the ma- 
jority in this country, the House of 
Representatives will reflect it not more 
than two years later. Why so much 
bunk on this subject?—W. T. JACK- 
SON, Marion, Iowa. 


Thanks! 


Editor, READERS’ FORUM: 

Mr. Knappen’s article in your April 
30th number, “Is This Something New 
in Depressions?” is one of the most in- 
teresting and valuable things I have 
ever read. 

Would it not be possible for you, 
through the U. S. Chamber of Com- 
merce, the U. S. Department of Com- 
merce, the newspaper organizations, 
such as the Associated Press, etc., to 
give this article nation-wide publicity? 

If it could be done, it seems to me 
that it would go far to loosen the grip 
of abject fear that makes millions of 
our people believe that the U. S. has 
never been as badly off as it is today 
and that this great country will never 
recover from the present depression.— 
F. J. Creary, Commander U. S. N., 
New York, N. Y. 


The Problein of Distribution 


Editor, READERS’ FORUM: 

I want to commend Mr. Theodore 
M. Knappen for the very lucid article 
which was published in THE MAGAZINE 
OF WALL Street, the April 30th 
issue. 

The following paragraph at the top 
of the page states possibly the most re- 
markable economic fact of the age: 


“Having for the first time since man- 
kind became an economic being, tri- 
umphed in the age-long aspiration to 
produce enough, we despair of the 
future simply because we have difficul- 
ties in getting need and its objects to- 
gether.” 

Scientists say that every man, woman 
and child in the United States has one 
hundred and sixty-five slaves working 
for him at the present time whereas 
fifty years ago, or during the preced- 
ing periods that you refer to in your 
article, probably fewer than one to ten 
slaves at any time were discharging the 
same duties. 

How about an article which would 
logically spring from the paragraph 
above referred to, that every man, 
woman and child in the United States 
is entitled to an income, and in fact 
it is already lying on deposit for them 
to be delivered upon demand, of not 
less than $250 per month, or better 
than $1,000 per month per family unit. 

I do not mean this in the sense of 
so much currency or so much silver and 
gold is available but that there does lie 
immediately at everyone’s hand $50 
worth of food, $50 worth of clothing, 
$50 worth of shelter, $50 worth of 
miscellaneous services and commodities 
and at least $50 worth of savings, 
which we have actually produced and 
laid in a heap but are unable to pick 
up after once having laid it down. 

Why not have this article point out 
vividly and clearly the paradox between 
this fact and the present inconceivable 
depression and suffering and indicate 
methods by which human beings can 
walk into their $250 per month income, 
such as is possible by— 


A. Shorter 
days. 


B. Universal country and city homes 
for all families, access to and from 
city homes to be obtained by not 
less than five hundred foot direct 
lined concrete boulevards. 


and fewer working 


Removal of the slum conditions of 
living on the farms of the country. 


Destruction of all city buildings 
so that only one building is found 
in a block and only the sunny 
rooms of that building occupied by 
human beings, and never less than 
two rooms and a bath for every 
human being. 


Also how many other material items, 
medical, educational, traveling, 
cultural, all of which we are com- 
pletely deprived of at the present 
time, could be supplied. 


Of course, practical realization of these 
aims may be in the future but it is so 
(Please turn to page 190) 
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Outlook Poor—Profits Declining 


The cotton and woolen textile indus- 
tries have encountered adverse condi- 
tions which have intensified the depres- 
sion in these divisions. A world shift 
in cotton spinning has occurred, in 
which the oriental consuming centers 
draw directly upon their own mills for 
cloth, instead of the more circuitous 
route through Lancashire. The Far 
East boycott has made severe inroads 
into the British export markets, which 
has been the major prop of English 
cotton spinning. The urgent necessity 
of retrenching in all lines, especially 
labor, the most expensive item, has 
compelled English mill owners to force 
more looms upon each worker, with 
the result that numerous outbreaks 
have occurred. Already over half the 
mills in Lancashire afte idle and pros- 
pects for a permanent recovery are 
dim, as the economic shift described 


(Please turn to page 188) 





COMMODITIES* 
(See footnote for Grades and Units of 
Measure) 
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Steel (1) $0.011% 
Steel (2) 0.01% 0.01% 
Pig Iron (8).... J 14.00 
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Wool (15) 
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Lumber (18) .... 


* May 21, 19382. 

(1) Sheets, Pittsburgh, cents per Ib. (2) 
Bers, Pittsburgh, cents per Ib. (3) Basic 
Valley, $ per ton. (4) Electrolytic, cents 
per lb. (5) Pig (N. ¥.) c. per lb. (6) 
Kan., ., 32-32.9 deg. $ per bbl. (7) 
Pitts., steam mine run, $ per ton, (8) 
Middling (Galv.), cents per Ib. (9) No. 2, 
Hard. Winter (Kan. City), $ per bu. (10) 
No. 3 Yellow (Chic.), $ per bu. (11) 
Fresh loins, 10-12 Ibs. (N. Y.)$ per 100 Ib. 

4 $ (gs) 

‘ (14) 

Smoked sheets (N. Y.) cents per Ib. (15) 
Fine staple, clean (Boston), cents per Ib. 
(16) Cuban, raw 96 deg. deliv. (N. Y.), 
cents per Ib. (17) News Rolls (N. Y.), 
$ per ton. (18) Yellow pine boards, f.o.b. 


per M. 




















THE TREND IN MAJOR INDUSTRIES 


STEEL—A slight increase in steel output has been reported with ingot 
production at 25% of capacity, Although manufacturers state 
that no concessions will be made in prices, the recent drop in quota- 
tions for pig iron and heavy melting scrap to new lows appears to 
foreshadow a weaker price structure. The chief hope for better 
steel demand, increased automobile output, may not develop before 
July at the earliest. 


PETROLEUM—Favorable factors affecting the oil industry are the 
further decrease in East Texas allowable output, the legality of the 
Oklahoma curtailment regulations, and the careful private control 
now being exercised between well and refiner. For the first time 
in 15 months many oil companies have made money and the second 
quarter reports are expected to reveal general improvement. Addi- 
tional price rises in crude and gasoline are expected. 


COPPER—Induced by failure of the latest curtailment conference and 
compelled to move copper because of the enormous unsold stocks, 
custom smelters have offered the metal down to the new historical 
low of 5 cents a pound for domestic electrolytic delivery and 
54 cents c.if. European ports. The only mines in the world able 
to operate profitably at such prices are the African producers. 
Most domestic concerns are showing large deficits. 


COTTON—Exports of American cotton since the beginning of the 
crop year (August 1) have been 1,542,000 bales greater than to 
the corresponding date last year, although domestic consumption of 
the staple dropped last month. The coming crop, now nearly 
planted, is almost certain to be 2,000,000 bales less than last year’s 
because of smaller acreage. These factors may reduce the world 
supply of American cotton from 9,100,000 bales, the present 
amount, to as low as 7,000,000 bales. This should markedly stimu- 
late prices in the coming year. 


AGRICULTURE—According to data just released by the Department 
of Agriculture the average level of farm prices. is near the low 
for the present generation. Although cotton and wheat have held 
fairly well, acute weakness has characterized feeds, dressed beef 
and hog quotations. The farm price average has dropped more 
than all commodities. 


LEAD & ZINC—Lead stocks in the U. S. on May 1 were 169,370 tons, 
as contrasted with 133,457 tons May 1, 1931. These large supplies 
have caused lead prices to drop to new lows around 2.90 cents a 
pound at East St. Louis. Zinc quotations also have been lowered 
because of excess stocks and the price of 2.30 cents a pound at East 
St. Louis is unprofitable. 


TIRES—Strenuous opposition to the proposed sales tax of 3 cents a 
pound on casings and 5 cents a pound on inner tubes has been 
voiced by the principal tire manufacturers. An increase in price 
of about 15% is looked for by the trade in case the measure passes 
Congress. Even if tire prices are increased by the amount of the 
tax the loss of sales would make inroads into the already low profits 


of the industry. 
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Answers to Inquiries 








Our Personal Service Department is prepared to offer advice on any security in 
which you may be interested or on the standing and reliability of your broker. This 
service in conjunction with your subscription should represent thousands of dollars in 
value to you. It is subject only to the following conditions: 


1. Be brief. 


2. Confine your inquiries to three securities only. 
3. Write name and address plainly. 
Special rates upon request to those requiring additional service. 








AIR REDUCTION CoO. 


Will you give me your opinion as to the 
outlook for Air Reduction? I note that 
earnings for the first quarter just about 
equaled the dividend. Do you think earn- 
ings are likely to decline further? And is 
this likely to force dividend adjustment? 
I have a loss on my holdings and have 
been debating whether to sell or buy more 
and average down my original cost. What 
do you advise?—M. K. R., Dayton, Ohio. 


Inasmuch as Air Reduction Co. ob- 
tains substantially the greater part of 
its business from the building, automo- 
bile, railroad and equipment construc- 
tion and industrial manufacturing com- 
panies, the sharply curtailed activity in 
those fields has found reflection in the 
falling off in earnings for the company. 
However, recent reports indicate that 
since last November, new business has 
followed an almost horizontal line, 
although the spring upturn which 
usually occurs in March failed to de- 
velop, in sympathy with general indus- 
trial conditions existing throughout the 
country. For the initial quarter of 
1932, earnings, available for dividends 
on the common stock amounted to 
$652,214, or 77 cents a common share, 
as compared with $1,019,040 or $1.21 
a share for the first three months of 
1931. It is interesting to note that in 
1931, first quarter profits represented 
exactly one-fourth of total net income 
of $4.84 a share for the calendar year. 
Assuming that prevailing levels of busi- 
ness can be maintained and that further 
operating econoriies can be effected, 
full 1932 returns should closely ap- 
proximate current annual dividend re- 


quirements of $3 a share on the com- 
mon stock. Of course, this forecast is 
purely hypothetical and subject to the 
vagaries of general business. On the 
other hand, a careful study of the 
financial position of the company at the 
close of 1931 is more reassuring as re- 
gards to future dividend payments dur- 
ing the current year. Total current 
assets at the close of last year amounted 
to $19,088,372, of which $5,601,703 
consisted of cash while marketable 
securities, carried at cost, amounted to 
$9,501,997 as compared with total cur- 
rent liabilities of $1,628,645 leaving net 
working capital of $17,459,727. <A 
word of explanation should be made at 
this point, as regards the value of 
the security investments of the com- 
pany. While this item is carried at 
cost, as noted above, a reserve amount- 
ing to $4,250,000 has been set up on 
the contra side of the balance sheet to 
take care of market depreciation, an 
amount that is believed to exceed the 
actual difference between cost price and 
present market value. Depreciation 
policies have always been conservative 
and it is quite possible that some credit 
adjustments can be made during the 
balance of the year as were effected 
during the last quarter of 1931 and the 
first quarter of 1932 to enable the com- 
pany to continue dividend distributions 
on the common stock at the present 
rate for the balance of the year, at 
least. When consideration is given to 
the important position enjoyed by Air 
Reduction in industry generally, its 
capable and aggressive management and 


strong financial condition, there should 
be little question as to the ability of the 
company to weather the depression suc’ 
cessfully. Moreover, the excellent po- 
tentialities of the company, warrant 
continued confidence on the part of 
present shareholders, and we advise 
against liquidation of your holdings. 


AMERICAN CAN CO. 


Recently on the advice of a friend I 
bought 100 shares of American Can Co. 

am now wondering if I made a 
mistake. I have read where the fruit 
packs are to be curtailed and I realise 
that this will be reflected in their business. 
What is your opinion? Shall I get ou 
now with a small loss or do conditions 
concerning which I am not familiar make 
it worth while holding for the long pull?— 
A. J. P., El Paso, Texas. 


The American Can Co., the larg 
est can manufacturer in the world 
and dominating the field with approx’ 
mately 45% of the domestic output, 
has achieved great favor with the in 
vesting public over the past several 
years. Its present position was reached 
as the result of nearly thirty years of 
expansion and co-ordination of caf 
making properties. Unlike many major 
American industrials, American Can 
confines its activities to the one line 0 
products. However, considerable divers' 
Scation is afforded by the wide list of 
the company’s customers, ranging from 
the food and tobacco industries to mis 
cellaneous users. In a period of gem 
eral depression, there are a number 0 
factors that work to the disadvantage 
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of the can producers. Curtailed pub- 
lic purchasing power and increased 
home canning reduce the consumption 
of metal packaged foods, while the can- 
ners experience difficulty in obtaining 
bank accommodations for their opera- 
tions. The general use of tin containers 
aside from the food industry is likewise 
reduced. Despite these factors, Ameri- 
can Can in 1931 reported net earnings 
of $15,529,579 or $5.11 a common 
share, a comparatively moderate decline 
from the $22,883,940 or $8.08 a com- 
mon share reported in 1930. The ad- 
versities encountered in 1931 are still 
in evidence, suggesting a further decline 
in earnings this year. Recognizing this 
situation, the company has halted its 
new construction program which has 
required an expenditure of $19,000,000 
in the past two years, suggesting an 
improvement in the cash position. In 
1931, cash dropped approximately 
$10,000,000 in the course of the year, 
largely as the result of new construc- 
tion, to $6,309,522 on December 31. 
In distributing all but 11 cents of the 
1931 earnings, the directors indicated 
a tendency to adopt a more liberal divi- 
dend policy, and it is likely that stock- 
holders will receive as generous treat- 
ment as is possible this year. The de- 
cline in the market price of the stock 
has discounted a possible revision in 
the rate in line with what is believed 
to be the present earning trend, and we 
look upon the sale of shares at this time 
in the nature of an unwarranted sacri- 
fice and counsel against such action. 


BARNSDALL CORP. 


I have 200 shares of Barnsdall Corp. 
purchased in 1930 at an average cost of 
about $15 a share. The oil industry is 
supposed to be in better shape and this 
company, I believe, earned a profit in 
March and yet the price remains close to 
its low for the past few years. What is 
the reason? Do you advise taking my 
loss and switching to some other company? 
I will appreciate a prompt reply.—F. J. O., 
Philadelphia, Pa. 


The benefits derived from the cur- 
tailment program (voluntary and in- 
voluntary) effective during the greater 
Part of 1931 in the petroleum industry, 
are beginning to be reflected in im- 
proved profits showing for enterprises 
engaged in that field. The depression 
Was not entirely responsible for the 
chaotic state of the oil industry 
during 1931, since actual consump- 
tion of gasoline and certain other 
petroleum products during the year 
showed an increase in volume over 
that reported in 1930. The main diffi- 
culty of the industry was the “wild 
cat’ production with attendant in- 
creased competition and “price wars.” 
Through state legislation, and voluntary 
Proration agreements between larger oil 
Producers, this unfavorable trend of 
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American . 


.. 1N name 


and ownership 


EVERY state in the Union is 
well represented among the stock- 
holders of the American Tele- 
phone and Telegraph Company. 
They include men and women 
in all walks of life — executives, 
laborers, clerks—a vast invest- 
ment democracy. 

No one person owns as much 
as one per cent of the outstand- 
ing shares, the average number of 
shares held being less than thirty. 
Such widespread and diffused 
ownership imposes an unusual 


obligation on the management to 
see to it that the savings of these 
more than 650,000 people are 
secure and remain so. 

An indication of how faithfully 
this public trust has been carried 
out is the fact that dividend pay- 
ments by the American Tele- 
phone and Telegraph Company 
and its predecessor have been 
uninterrupted over a period of 
more than fifty years. 

May we send you a copy of our 
booklet, “‘Some Financial Facts’? ? 


BELL TELEPHONE 
SECURITIES CO. In. 


195 Broadway, New York City 





events was checked with the result that 
the petroleum industry as a whole en- 
tered 1932 in the most favorable sta- 
tistical position witnessed in several 
years. Not only has there been a 
more equitable relation between con- 
sumer demand and supply, but in con- 
sequence thereof material strength in 
quotations for petroleum products has 
been in evidence since the beginning of 
the year, a factor that promises to con- 
tinue during the early future, at least. 
As a result of the improved price struc- 
ture, many of the petroleum companies 
are beginning to report profits from 
operations, a turn that augurs well for 
the future. Barnsdall Corp. reported 
a net loss of $390,125 after interest, 
taxes, depreciation, intangible develop- 
ments, minority interest, etc., for the 


initial quarter of 1932 as compared 
with a profit of $1,658 in the similar 
1931 period. While this comparison 
is not favorable, a more satisfactory 
picture may be had by comparing the 
first quarter results of this year with the 
final quarter of 1931, when a loss of 
$730,086 was apparently incurred. It 
is important to note that the deficit 
reported for the first quarter of the 
current year was incurred in January 
and February, since a profit of $52,905 
was actually revealed for the month of 
March. Barnsdall Corp. has con- 
stantly widened its sphere of opera- 
tions and now occupies a prominent 
position as a fully integrated unit in 
the petroleum industry. Recent re- 
classification of the capital stock of the 
company is a step in the right direc- 
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tion. While resumption of dividends 
is not in early prospect, we feel that 
inasmuch as you have maintained your 
position through what appears to be 
the worst of the situation, continued 
retention of the shares with a view to- 
ward further developments is the better 
course to follow. 





E. I. duPONT de NEMOURS & CO. 


In 1931 on the advice of my banker I 
bought 200 shares of duPont at an aver- 
age price of 60. Since the reduction in 
General Motors dividend is bound to af- 
fect the earnings of duPont I would like 
to have your opinion as to the possibilities 
of a cut in their rate. Do you think cur- 
rent prices discount this sttuation or do 
you advise selling and waiting for a better 
opportunity to buy it back when things are 
more stabilized?—R. M. D., Albany, N. Y. 

The extent to which E. I. duPont 
de Nemours is represented in the vari- 
ous phases of the chemical industry, in 
addition to its large investment in Gen- 
eral Motors, has contributed materially 
to the comparative stability of earning 
power demonstrated over the past three 
years. 1931 earnings were equal to 
$4.29 a share compared with $4.67 a 
share on a smaller number of shares in 
1930 and to $6.99 a share in 1929. 
Revenues from the General Motors in- 
vestment were reduced in 1931 from 
those in 1930, accounting for the de- 
cline in net, inasmuch as other income 
of the company showed a gain for last 
year. The company holds 9,981,220 
shares of General Motors common 
stock, equivalent to approximately 9/10 
of a share on each of the 11,065,762 
shares of duPont stock outstanding. 
Therefore, each $1 of dividends on the 
General Motors stock means 90 cents 
a share income to duPont. With the 
General Motors dividend reduced to 
$1 a share, duPont will be receiving 
revenues at the annual rate of 90 cents 
a share on its own stock compared with 
approximately $2.70 a share on its own 
stock received from General Motors in 
1931. Of the total net earnings of du- 
Pont in 1931, 56.3% was received from 
General Motors and 43.7% was re- 
ceived from duPont’s own activities and 
its other investments. DuPont’s own 
manufacturing divisions supply prod- 
ucts to the majority of basic industries 
where curtailed activity this year will 
reduce demand. The consumption of 
lacquers, dyes, and other chemicals by 
the automobile industry is smaller this 
year, but the company has made large 
expenditures for research resulting in 
the perfecting of such new products as 
“cellophane,” the higher alcohols and 
similar products which broaden its mar- 
ket. Outside of its major interests, du- 
Pont held at the end of 1931 nearly 
$48,000,000 in U. S. Government 
bonds, high grade short term notes, and 
prime bankers acceptances, providing 
a considerable degree of liquidity to 
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its current position and affording a 
substantial additional income. The 
common stock is junior to 1,098,831 
shares of 6% cumulative debenture 
stock, the company having no funded 
debt except for a small amount of sub- 
sidiary bonds outstanding. Obviously, 
developments thus far in 1932 indicate 
that the company will fail to cover the 
$4 annual dividend rate paid through 
the first quarter by a substantial mar- 
gin, and the revision to $3 was mod- 
erate. Inasmuch as quotations for the 
shares amply discounted such a revision 
we feel that the practically unlimited 
long term potentialities of the chemical 
industry warrant further patience with 
present holdings. 





‘BEST & CO. 


I am unable to understand the action of 
Best & Co. directors in omitting common 
dividends in the face of the ample cover- 
age provided in 1931. I own 200 shares 
of the stock purchased at 25 as an invest- 
ment. Kindly inform me as to the out- 
look for this company. Should I sell my 
holdings, or purchase now to average my 
cost?—R. D. C., Newark, N. J. 

The action of the directors of Best 
& Co. in omitting the 50-cent quarterly 
dividend due on the common stock at 
this time, occasioned some surprise in 
the light of 1931 earnings and balance 
sheet. Earnings for the fiscal year 
ended January 31, 1932, were equal to 
$3.02 a share, a decline from the $4.15 
reported in the previous fiscal year, but 
well in excess of the $2 annual dividend 
rate then paid. On January 31, last, 
the company had a ratio of current 
assets to current liabilities of 6 to 1, 
compared with a ratio of 3.3 to 1 on 
the corresponding date in 1931. Best 
has opened, in the past three years, 
branch stores in three New York 
suburbs, in four leading seaside resorts 
and in Boston, Mass. With the aid of 
these branches, 1931 fiscal year sales 
showed an upward trend, the total of 
$13,822,323 showing a gain of 8.4% 
over those for the previous year, al- 
though the total cost of sales likewise 
increased. In connection with the 
omission of the dividend, the company 
stated that gross volume of business was 
substantially down from that for the 
first months of 1931, but that in spite 
of the shrinkage, the company had 
made a small profit. Nevertheless, 
with the trend of business downward, it 
was felt that the best interests of stock- 
holders were being served by the main- 
tenance of a liquid financial position in 
preference to dividend distributions. 
Apparently, therefore, resumption of 
dividend payments is dependent upon a 
stabilization of price levels, and public 
purchasing power. We regard Best & 
Co. as one of the sounder organizations 


in the merchandising field, and feel that 


it will benefit from any pickup in trade. 
When doing business with our advertisers, kindly mention THE MAGAZINE OF WALL STREET 









Under the circumstances, regarding cur. 
rent quotations for the shares as amply 
discounting the dividend omission, we 
recommend further retention of hold- 
ings as a non-dividend paying specula- 
tion. 














COLGATE-PALMOLIVE-PEET 


I have 100 shares of Colgate-Palmolive- 
Peet at prices substantially above present 
levels. I am apprehensive as to the cause 
of the recent sharp decline and would ap- 
preciate your judgment as to the outlook 
for this company. Do you think this de- 
cline forecasts any new unfavorable de- 
velopment? Do you think I had better 
sell?—R. K. L., Dayton, Ohio. 

Certainly, there is nothing in the 
affairs of Colgate-Palmolive-Peet Co,, 
as far as we can ascertain, to justify 
the weakness in quotations for the com: 
mon stock recently in evidence. On the 
contrary, a recent report of the presi- 
dent of the company stated that cur 
rent financial position was stronger 
than that at the close of 1931, and that 
a decided upturn in business was in 
evidence during the latter part of 
February and the entire month of 
March. The decline in prices for Col- 
gate common was attributed to neces 
sitous liquidation, a factor that could 
easily depress quotations in the face of 
existing unsettlement in the stock mar: 
ket. The annual report of Colgate: 
Palmolive-Peet for the calendar year of 
1931 revealed net income of $7,598, 
224 as compared with $8,550,055 for 
the preceding year. Reduced to a per 
share basis on the common stock after 
allowing for reserves set up for de 
preciation of foreign exchange and pre: 
ferred dividends, the above results 
amounted to $3.12 and $3.76 respec: 
tively. Balance sheet dated December 
31, 1931, showed total current assets of 
$42,407,380 of which $8,502,727 con: 
sisted of cash, while marketable securi’ 
ties were carried at cost of $6,754,417, 
market value of which at the close of f 
last year amounted to $6,220,973. 
Total current liabilities at the close of 
1931 amounted to only $5,821,126 
leaving net working capital of $36,586, 
254, as compared with $29,948,466 a 
year earlier. Operations of the com 
pany are world-wide in scope, sales 
offices being maintained in practically 
all of the principal cities of the world, 
while manufacturing activities are car 
ried on in five plants located strategical: 
ly in the United States, as well as i 
foreign units located in Canada, Cuba, 
Mexico, Argentina, Brazil, Australia 
England and other European countries 
Although the company’s trade marked 
articles are too numerous to list in this 
discussion, Colgate toothpaste am 
shaving creams, Palmolive soap 4% 
shaving creams, Octagon laundry s0#? 
and Super-Suds are a few of its 

(Please turn to page 180) 
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International Petroleum 
Company, Limited 


Notice of Dividend No. 33 


NOTICE is hereby given that a dividend of 
25c. United States Currency per share has been 
declared, and that the same will be payable on or 
after the 15th day of June, 1932, in respect to the 
shares specified in any Bearer Share Warrants of 
the Company of the 1929 issue upon presentation 
and delivery of coupons No, 33 at the 
City Bank Farmers Trust Company, 

22 William St., New York, N. Y. 

The payment to Shareholders of record at the 
close of business on the 31st day of May, 1932, 
and whose shares are represented by registered 
Certificates of the 1929 issue, will be made by 
cheque, mailed from the offices of the Company on 
the 14th day of June, 1932. 

The transfer books will be closed from the 1st 
day of June to 15th day of June, 1932, inclusive, 
and no Bearer Share Warrants will be ‘‘split’’ 
during that period. 

By order of the Board, 


J. R. CLARKE, 
Secretary. 
56 Church Street, Toronto 2, Canada, 
14th May, 1932. 











The North American 
Company 





QUARTERLY 
DIVIDENDS 





No. 113 on Common Stock of 24% inCom- 
mon Stock (at the rate of 1/40th of one share 
for each share held); and 


No. 44 on Preferred Stock of 14% in cash (at 
the rate of 75 cents per share) 
Will be paid on July 1, 1932 to respective 
stockholders of record at the close of business 
on June 6, 1932 

Robert Sealy, Treasurer 











The Board of Directors have this day de- 
clared the regular quarterly dividend of 75c 
per share on the Convertible Preference Stock 
of this Company, payable June ist, 1932, to 
stockholders of record May 19th, 1932. Trans- 
fer books will not close. Checks will be 


mailed. 
JACK COHN, Treasurer. 
May 9th, 1952. 





E, I. DU PONT DE NEMOURS & CO. 


Wilmington, Delaware, May 16, 1932. 


The Board of Directors has this day declared a 
dividend of $0.75 per share on the outstanding 
$20.00 par value Common Stock of this Company, 
payable on June 15, 1932 to stockholders of record 
at the close of business on May 25, 1932; also divi- 
dend of $1.50 a share on the outstanding debenture 
stock of this Company, payable on July 25, 1932 to 
stockholders of record at the close of business on 
July 9, 1932. 
CHARLES COPELAND, Secretary. 





UNDERWOOD ELLIOTT FISHER COMPANY 

A dividend of $1.75 a share on the Preferred 
stock and a dividend of 25c a share on the Commoa 
stock of Underwood Elliott Fisher Company will be 
payable June 30, 1932, to stockholders of record at 
the close of business June 11, 1932. 

Transfer books will not be closed. 

C. 8. DUNCAN, Treasurer. 
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KEEP POSTED 


The pieces of literature listed below 
have ‘been prepared with the utmost care 
by business houses advertising in this 
issue. They will be sent free upon re- 
quest, direct from the issuing houses. 
Please ask for them by number. We 
urge our readers to take full advantage 
of this service. Address Keep Posted 
Department, Magazine of Wall Street, 90 
Broad Street, New York, N. Y 





“ODD LOT TRADING” 
John Muir & Co., members New York Stock 
Exchange, are distributing their booklet to 
investors. (225). 


COMPLETE FINANCIAL LIBRARY IN 8 VOLUMES 
These eight standard books, published by 
The Magazine of Wall Street, cover every 
phase of modern security trading and in- 
vesting. Available at new low prices. 
Write for descriptive circular. (752). 


WHEN TO BUY AND WHEN TO SELL 
The Investment and Business Forecast, a 
security advisory service, conducted by The 
Magazine of Wall Street, definitely advises 
subscribers what securities to buy or sell 
short and when to close out or cover, (783). 


“TRADING METHODS” 
This handbook, issued by Chisholm & Chap- 
man, contains much helpful information for 
traders. A copy together with their Mar- 
ket Letter will be mailed upon request. 
(785). 


INVESTMENT PROFIT INSURANCE 
The most logical form of investment profit 
insurance is represented by the personal and 
continuous counsel rendered by the Invest- 
ment Management Service. Write for full 
information. No obligation. (861). 


“SOME FINANCIAL FACTS” 
An interesting booklet issued upon request 
by the Bell Telephone Securities Co. (875). 


“A CHAIN OF SERVICE” 
Describes and illustrates the history and de- 
velopment of the Associated Gas & Elec- 
tric System. (884). 


ELECTRIC BOND & SHARE CO. 
Full information or reports on companies 
identified with Electric Bond & Share Co. 
furnished upon request. (898). 


“PACIFIC LIGHTING CORPORATION” 
This corporation has just completed a book- 
let describing the history, financial and 
operating policies of its organization which 
will be sent upon request. (911). 


“WHAT IS A SAVINGS & LOAN ASSOCIATION” 
This booklet explains savings — instalment 
and income shares. The Serial Building, 
Loan & Savings Institution will be glad to 
send a copy upon request. (918). 


MISSOURI PACIFIC LINES 
Information concerning freight and passenger 
service sent upon request. (920). 














To the President of a 
Dividend-Paying Corporation:— 


Why should you publish your dividend 
notices in The Magazine of Wall Street? 


You will reach the greatest number of 
potential Stockholders of record at the 
time when they are perusing our maga- 
zine, seeking sound securities to add to 
their holdings. 


By keeping them informed of your divi- 
dend action, you create the maximum 
amount of good wii/l for your Company, 
which will result ir wide diversification 
of your securities among these influential 
investors. 


Place The Magazine of Wall Street on the 
list of publications carrying your next divi- 
dend notice! 











New York Stock Exchange 
Price RangeofActiveStocks 


INDUSTRIALS and MISCELLANEOUS (Continued) 


1930 1931 1932 Last Div'd 
A. A 


‘ r ——, —_——_—, Sale § Per 
L High Low High Low High Low 5/18/32 Share 
Loose-Wiles Biscuit 54% 36% T22% *3 
Lorillard 21% 16% 12% 1.20 





Mack Truck, Inc. 43% 
Macy (R. H.) 106% 
Magma Copper 27% 
Marine Midland 24% 
Mathieson Alkali 31% 
May Dept. Stores 39 

McKeesport Tin Plate 10314 
Mont, Ward & Co 29% 


N 


Nash Motor Co 

National Biscuit 
National Cash Register A 
National Dairy Prod 
National Power & Light 
Nevada Consol. Copper 
North Amer. Aviation 
North American Co. 


Pacific Gas & Electric 
Packard Motor Car 
Paramount Publix 
Penney (J. C.) 

Phelps Dodge Corp 
Phillips Petroleum 
Prairie Pipe Line 
Procter & Gamble 
Public Service of N. J. 
Pullman, Ine, 

Pure Oil 

Purity Bakeries 


R 


Radio Corp. of America 
Radio-Keith-Orpheum 
Remington-Rand 

Republic Steel 

Reynolds (R. J.) Tob, Cl. B 
Royal Dutch 


Safeway Stores 
Sears, Roebuck & Co. 
Servel, Inc. .......... 
Shell Union Oil 
Simmons Co. 
Skelly Oil Corp. 
Socony-Vacuum Corp. 
So. Cal. Edison 
Standard Brands 
Standard Gas & Elec, Co 
Standard Oil of Calif 
Standard Oil of N. J 
Stewart-Warner Speedometer ... 
Stone & Webster 
Studebaker Corp. 
? 








Texas Corp. 

Texas Gulf Sulphur 
Texas Pac, Land Tr 
Tide Water Assoc, Oi 
Timken Roller Bearing 


U 
Underwood-Elliott-Fisher 
Union Carbide & Carbon.. 





United Aircraft & Trans 
United Carbon 


United Gas Imp 
U. 8, Industrial Alcohol 
U. 8. Pipe & F 

Real: 


Smelting, Ref. & Mining... 
U. 8. 
Util. Power & Lt. A 


Vv 
Vanadium Corp. 
Ww 


v 65% 7 
Warner Brothers Pictures / 9% 20%, 4% 
Western Union Tel 122% 50 
Westinghouse Air Brake 5 31% 17% 
Westinghouse Elec. & Mfg. ..... 88% 3 35% 
White Motor . 4 21% 12 
Woolworth Co. (F. W.) 70 51% A 45% 
Worthington Pump & Mach 47 23% 


+ Bid Price. § Payable in stock. ‘* Including extras. + Old stock. 
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Securities Analyzed, Rated and 
Mentioned in This Issue 


Industrials 
Air Reduction Co 
American Can Co 
Matsa HEGED... nocd s sa caesaede se 173 


Colgate-Palmolive-Peet 

Corn Products Refining Co 
DuPont de Nemours & Co., Inc., E. 1.174 
General Electric Co 

Kroger Grocery & Baking Co 
Loew’s 

Loose-Wiles Biscuit Co 
Peerless Motor Car Corp 
Penney Co., J. C 

Remington Rand, Inc 

Safeway Stores, Inc 

Standard Brands, Inc 
Wrigley, Jr., Co., William 


Bonds 
Erie Railroad, Prior Lien, 4s, ’96.... 


Railroads 
Chesapeake & Ohio Ry. Co 


Petroleum 
Consolidated Oil Corp 
Stnsdard Ot Koo: (CN: Js) es... oho ses 160 


Public Utilities 
Buffalo, Niagara & Eastern Power 
ABE oct ete ee ee an nk Oisverar' 155 
Pacific Gas & Electric Co 
Southern California Edison Co., Ltd. 155 
United Gas Improvement Co 





PAcIFIC 





LIGHTING 


CORPORATION 


Established 1886 


Dividend Notice: Common Stock Quarterly Dividend 
No. 91 of 75 cents per share, payable May 16, 1932, to 
stockholders of record April 20, 1932. 

$6.00 Preferred Stock Quarterly Dividend No. 99 of 
$1.50 per share, payable April 15, 1932, to stockholders of 


record March 31, 1932. 


Dividends on the foregoing issues, as well as on all the out- 
standing Preferred issues of the subsidiary companies, have 
been paid without interruption since the initial dividend. 


LOS ANGELES GAS & ELECTRIC CORP, 
SOUTHERN CALIFORNIA GAS CORP, 
SOUTHERN CALIFORNIA GAS CO. 
SOUTHERN COUNTIES GAS CO. 


PACIFIC LIGHTING CORPORATION, 433 CALIFORNIA STREET,SAN FRANCISCO 








Facts, News and Comments 


Patrick H. Joyce, president of the 
Chicago Great Western Railroad, re- 
ported recently that in accordance with 
the established policy of the road to 
keep up the physical condition of its 
property, the budget of expenditures 
for maintenance and capital improve- 
ment to way and structures for the re- 
mainder of the year has been approved. 


* ek 


While net earnings for retirement 
and stocks of National Electric Power 
decreased during the 12 months’ period 
ended March 31, 1931, due to the de- 
cline of non-operating income and to 
increased charges resulting from ac- 
quisitions, gross for the period amounted 
to $65,924,003 as compared to $59,- 
740,105 in the preceding similar period. 

ee 


Newburger, Loeb & Co. recently an- 
nounced that T. Francis Costello, 
Morton Newmayer, and Ralph K. 
Meyerhoff are now associated with 
them at 1423 Walnut St., Philadel- 
phia. 

* ok # 


Fred W. Mathison, assistant vice 
President of the Security Bank of 
cago, was elected president of the 
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Chicago Financial Advertisers, local 
chapter of the Financial Advertisers 
Association, at the annual meeting 
held on May 11. 


* * * 


Gross operating revenues of Jersey 
Central Power & Light Co. and sub- 
sidiaries, operating unit of the National 
Electric Power Co., amounted to $11,- 
263,900 for the 12-months’ period 
ended March 31, 1932. This com- 
pares with $8,473,460 earned in the 
corresponding period ended March 31, 
1931. After deductions for operating 
expenses, taxes, and other charges, net 
available for retirement and dividends 
showed an increase of $1,192,527 over 
that earned in the corresponding 
period. 

* ok * 

Adjustment of the production of 
crude petroleum to current consump- 
tive needs through various restrictive 
measures has brought about the chief 
forward step in the industry, accord- 
ing to J. H. Lewis of Goodbody & Co. 
This accomplishment places the indus- 
try first among the important raw ma- 
terial producers to show evidence of 
fundamental improvement, reflected in 
some instances in the profits of certain 
companies. 





$1,000 is the Reward 


of saving regularly $10.00 a month for 
84 months, which with dividends of 5% 
compounded quarterly, gives you $1,000. 
Call or write for booklet MW-1 

SERIA BUILDING LOAN AND 
SAVINGS INSTITUTION 

195{Broadway-170 Fulton St.-162 WestBroadway,N.Y.C. 
Org. 1885 Resources over $10,000,000.00 





LOEW’S INCORPORATED 


**THEATRES EVERYWHERE” 
May 21st, 1932 
HE Board of Directors has declared a 
quarterly dividend of 75c per share on 
the Common Stock of this Company, pay- 
able on the 30th day of June, 1932 to 
stockholders of record at the close of busi- 
ness on the 13th day of June, 1932. Checks 
will be mailed. 


DAVID BERNSTEIN 
Vice President & Treasurer 





TEXAS GULF SULPHUR COMPANY 


The Board of Directors has declared a dis- 
tribution of 50 cents per share on the Coin- 
pany’s 2,540,000 shares of capital stock with- 
out nominal or par value, payable on June 15, 
1932, to stockholders of record at the close 
of business on June 1, 1932. 

Stockholders will be advised later as to 
what portion of said distribution is from 
Free Surplus and what from Reserve for De- 
pletion. 

H. F. J. KNOBLOCH, Treasurer. 





THE ELECTRIC STORAGE BATTERY 
COMPANY 


Allegheny Ave., and 19th St. 

Philadelphia, May 20, 1932. 
The Directors have declared from the Accumu 
lated Surplus of the Company a quarterly dividend 
of Seventy-five Cents per share on the Common 
Stock and the Preferred Stock, payable July 1, 
1982, to stockholders of record of both of these 
classes of stock at the close of business on June 11, 

1932, Ohecks will be mailed. 
WALTER G. HENDERSON, Treasurer. 
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Answers to Inquiries 
(Continued from page 174) 








known products. While a forecast of 
full 1932 results is impracticable at this 
early date, there is little in evidence at 
this writing, to warrant a change of 
opinion as regards the common stock 
from that previously expressed in the 
columns of THE MAGAZINE OF WALL 
STREET and we counsel against the 
needless disposal of your holdings at 
current deflated levels. 


KROGER GROCERY & BAKING 
CO. 

It would seem to me that with the earn- 
ings of Kroger Grocery & Baking Co. as 
shown for the full year of 1931 that this 
stock should do better marketwise. It 
stays so close to its low for the bear mar- 
ket that it makes me anxious as to the 
outlook. What is the trouble? Do you 
advise me to sell 125 shares purchased at 
about 25?—R. D. K., Duluth, Minn. 

With food prices substantially below 
those of a year ago, and public pur- 
chases largely limited to necessities, it 
is logical that grocery chain store sales 
are affording unfavorable comparisons 
with those for a year ago. However, 
as the year progresses, comparisons will 
be made with the period of 1931 when 
similar conditions prevailed and the 
contrast should be less drastic. Kroger 
Grocery &@ Baking Co., one of the 
larger food distributing organizations in 
the Middle West, reported for the 16 
weeks ended April 23 a decline in sales 
of 15% from those for the correspond- 
ing period of 1931, while for the four 
weeks ended April 23, sales were off 
17.3% from the corresponding week 
last year. A part of the decline in sales 
can be explained by the fact that at 
the end of 1931, the company had some 
4,884 stores in operation or a decline 
of 281 stores from the end of 1930. 
Full 1931 earnings of $1.46 a share on 
the common stock compared with $1.15 
a share in 1930 suggested that the new 
management which assumed control 
more than a year ago was meeting with 
success in the application of its policies. 
Weak or unprofitable stores are being 
closed and new stores are being opened 
in promising locations. Stable com- 
modity prices and a check to the decline 
in public buying power will be neces- 
sary before the full benefits of this 
program can be felt, but certainly de- 
velopments thus far are encouraging to 
present stockholders. The company 
was in a comfortable balance sheet posi- 
tion at the close of 1931 with current 
assets of $26,474,277 including $5,524,- 
652 in cash and $2,359,687 in U. S. 
Government securities, against current 
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liabilities of $6,195,970. It is evident 
that the management will not be handi- 
capped by the lack of resources in its 
construction program.. Frankly, we 
see nothing in the present situation or 
future prospects which would warrant 
the sacrifice of holdings purchased at 
higher levels. 


CORN PRODUCTS REFINING CO. 


I have 210 shares of Corn Products Re- 
fining stock at an average cost of about 
51. A friend has advised me to buy more 
and average down my cost. I understand 
that Corn Products has large investments 
in railroad securities. Therefore, I ques- 
tion the advisability of such action in the 
face of the unceriain outlook for the rails. 
As a matter of fact I am somewhat ap- 
prehensive concerning my present holdings. 
What is your judgment as to my best 
policy?—A. J. G., Boston, Mass. 


Corn Products Refining Co. reported 
net income for the first three months 
of 1932 of $2,111,173 equal, after al- 
lowing for dividend requirements on the 
7% preferred stock to 56 cents a com- 
mon share. Comparative results for 
the initial quarter of 1931 amounted to 
$2,389,379 or 77 cents a share on the 
common stock after preferred divi- 
dends. For the calendar year of 1931, 
per share results on the common stock, 
before allowances for profit or loss on 
sale of securities, amounted to $3.54 a 
share as compared with $4.82 a share 
in the preceding year. Giving effect to 
a net loss on the sale of securities of 
$1,033,023 last year, and a profit on 
the sale of securities of $99,015 for 
1930, per share results amounted to 
$3.13 and $4.87 respectively. At the 
close of last year, the balance sheet re- 
vealed cash amounting to $5,634,657, 
demand loans of $2,851,615 and total 
current assets of $49,989,369 compared 








Important Dividend 


Announcements 


NOTE—To obtain a dividend directly from the 
company, the stockholder must have his stock 
transferred to his name before the date of the 
closing of the company’s books. 


Ann’! Amount Stock Pay- 
Rate Declared Record able 


$2.00 American Chicle 7- 
.... American Chicle . 
3.00 Beech-Nut Packing .... 
5.00 Brooklyn Union Gas.... 


~a 


Pt tt BO ee ae pe ps 
8 a Sa 


Congoleum-Nairn, Inc. . . 
Delaware & Hudson.... 2. 


Loew’s, Inc. 
Louisville Gas & Elec. 
ocgee 


.80 Marine Midland Corp... . 
8.00 New England Tel. & Tel. 2.00 
40 Public Service of N. J.. .85 


3. 

1.00 Stand. Oil of Nebraska. .25 
2.00 Texas Gulf Sulphur..... .50 
0 United Gorp. ......cc00. 10 


So 
P222222 © PEeLeELEEDEDOMO 








with total current liabilities of only 
$3,631,872. Marketable securities at 
the year-end were carried at cost less 
reserves, while their market value as of 
December 31, 1931, was $14,932,395, 
At the close of 1930, railroad security 
holdings were reported to have repre- 
sented between 25% and 30% of total 
investments of the company, a percent: 
age that has been materially reduced 
when consideration is given to the pre- 
cipitous decline in the average prices 
for railroad equities. While the mar. 
ket value of the company’s security in- 
vestments at the current writing is ma- 
terially less than that at the close of last 
year, such depreciation will probably be 
charged against surplus at the year- 
end. Although it is quite possible that 
full 1932 returns may fall short of divi- 
dend requirements of $3 on the com- 
mon stock, the strong financial position 
revealed above should enable continu- 
ance of the present rate throughout the 
balance of the year, at least. More- 
over, in view of the vigorous recupera- 
tive powers of Corn Products Refining, 
any improvement in business conditions 
affecting the company might easily be 
reflected in material earnings recovery. 
We feel that the shares offer interest: 
ing potentialities over a period of years, 
and counsel against liquidation of your 
commitment at this time. 


STANDARD BRANDS, INC. 


Does the high yield obtainable on Stand- 
ard Brands common indicate a possibility 
of a dividend adjustment? I am certainly 
at a loss to understand why this stock does 
not do better. Part of the time I get so 
disgusted that I am tempted to sell my 
stock and take my loss and then I look 
over the statistics and based on them, it 
looks like a “buy,” so I don’t know what 
to do and will be guided by your judg- 
ment.—H, L. M., Rochester, N. Y. 


One of the country’s largest food 
manufacturing enterprises, Standard 
Brands has shown a remarkable stability 
in gross and net earnings over the past 
two years. Lower prices for some of 
its products have been largely offset by 
increased tonnage sales, while reduc 
tions in operating costs have done much 
to preserve the level of net earnings. 
The consolidation of companies now 
represented in Standard Brands pro- 
duce nationally advertised lines of 
yeast, coffee, mayonnaise, tea, pickles, 
olives, baking powder and other pack- 
aged foods. The distribution system, 
originally devised to insure rapid de- 
livery of fresh yeast, serves 16,000 
cities and towns directly and 36,000 
more communities by common carriers. 
The effectiveness of this system is an 
important factor in the company’s com- 
petitive situation. In 1931, Standard 
Brands reported a very small decline in 
gross profits to $47,915,906 from $48,” 
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138,199 in the previous year, and total 
income of $18,819,321 for 1931 against 
$18,974,195 in 1930 was relatively 
stable. However, inventory adjustments 
of $1,100,000 and foreign exchange ad- 
justments of $524,691 contributed 
largely in the decline in net income to 
$14,542,319 for 1931 from $16,402,- 
253 in the previous year. On a per 
share basis, 1931 earnings were equal 
to $1.08 against $1.22 in 1930. For 
the first quarter of 1932, the company 
reported net earnings of 30 cents a 
share on the common stock compared 
with a similar showing in the first quar- 
ter of 1931, a small decrease in total 
net earnings being offset by a reduction 
in the number of 7% preferred shares 
outstanding. The company is mak- 
ing heavy advertising expenditures, 
strengthening its trade position in this 
dificult period, and any recovery of 
public purchasing power, now at low 
levels, must inevitably react to the com- 
pany’s advantage. On the basis of the 
present situation and the promising 
longer term potentialities for the com- 
pany, we favor an attitude of patience 
on the part of present stockholders. 


REMINGTON RAND, INC. 


I am considering the purchase of Rem- 
ington Rand common as a low priced 
speculation. I would appreciate a report 
on this company and your opinion relative 
to the advisability of such a commitment. 
—B. W., New York, N.Y. 


The latest income statement available 
of Remington Rand, Inc., is that cover- 
ing the nine months ended December 
31, 1931. A net loss of $2,215,943 
was incurred during this period, in con- 
trast with profits of $1,450,566, equal, 
after allowing for preferred dividend 
requirements, to 37 cents a share on the 
common stock for the corresponding 
period of the preceding fiscal year. A 
sight turn for the better has been 
noted during thé final quarter of the 
fiscal year ended March 31, 1932; for- 
eign business having shown a decided 
upward turn in March, while domestic 
business reported in the month of 
February was better than that of the 
corresponding month of a year ago, the 
first month in the past year and a half 
in which results were improved over 
the corresponding interval in the pre- 
ceding year. However, such improve- 
ment as has been in evidence during the 
first three months of 1932 has not been 
of sufficient dimensions to materially 
reduce the losses incurred during the 
first nine months of the fiscal year ended 
March 31, last. While some new busi- 
hess no doubt will accrue to the com- 
pany in the replacement field during en- 
suing months the volume of such busi- 
hess no doubt will remain restricted. 
Thus, further operating economies 
Would appear to be necessary to check 
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the growth of losses during the current 
fiscal year. Remington Rand is reported 
to have closed the fiscal year in a strong 
current position, cash alone amounting 
to $7,300,000, an increase of more than 
$500,000 since January 1, last, and a 
current ratio of 15 to 1. During the 
fiscal year ended March 31, last, the 
company purchased and retired $1,382,- 
000 of 5Y%4% debentures due 1947 and 
other senior securities, and at present 
has sufficient bonds in its treasury to 
meet the next five year sinking fund 
requirements. While the improved 
financial condition and business reports 
are somewhat reassuring, dividend ac- 
cumulations on the preferred stock are 
constantly increasing, a factor that in- 
dicates rather remote prospects for divi- 
dend resumption on the common shares. 
Although prevailing quotations for 
Remington Rand appear to discount 
existing conditions and near term un- 
certainties, we frankly fail to recognize 
the incentive to purchase the shares in 
the absence of clearly defined profit pos- 
sibilities. 








Safeway Stores, Inc. 
(Continued from page 157) 








become serious. And besides, even if 
the public were sufficiently lethargic as 
to permit a proceeding so inimical to its 
own interests, the investor in chain 
store securities would be given ample 
notice of an impending disaster. The 
tax question then affords no valid rea- 
son why the individual should eliminate 
the chain store field from his list of 
industries suitable for investment. In- 
deed, on the contrary, the field has 
proved itself to have been such a happy 
choice under particularly adverse con- 
ditions that it is worthy of more than 
ordinary consideration—and in it, Safe- 
way Stores, Inc., is deservingly held in 
high regard. 








Important Corporation 
Meetings 


Date of 
Company Specification Meeting 


Amer, Beet Sugar Annual 
Anchor Cap. Corp.$6.50 Pfd. & Com. Div’d 


Dome Mines, Ltd 
Equitable Office Bldg 
Greene Cananea Copper 
International Hydro Elec 
International Paper Co 
National Surety Co 
Nipissing Mines, Ltd 
Pan American Pet. & Trans 
Pure Oil Co 

Standard Oil of N. J 
White Sewing Mach 














Preferred Issues With An 


Appeal to the Investor 
(Continued from page 155) 








ferred stock $11,209,050, which other 
capital liabilities include $33,281,015 
representing 350,000 shares of the com- 
pany’s own $5 Ist preferred stock, $52,- 
337,725 in $1.60 preferred stock of $25 
par value, and finally Class “A” stock 
and common stock, nearly 100% of 
which is owned by the Niagara Hudson 
Power Corp. 

It is with the $1.60 preferred stock 
that we are here primarily interested. 
This issue is entitled to cumulative divi- 
dends after the 1st preferred stock. It 
is callable at $26.25 a share, a price 
which leaves considerable room for ap- 
preciation as it is currently quoted on 
the New York Curb Exchange around 
$20 a share to yield 8%. For the year 
ended March 31, last, the company re- 
ported net income equivalent to $4.67 
a share and, while this was a moderate 
decline from the $5.07 a share shown 
in the corresponding previous period, it 
still affords an ample margin over divi- 
dend requirements. 

Indeed, in view of the fact that the 
Buffalo, Niagara & Eastern Power 
Corp. is engaged in serving the great 
industrial region of northern New York 
State and that from industry the 
company might expect to receive nearly 
50% of its total revenue in normal 
times, it would hardly have been sur- 
prising if the recent showing had been 
much poorer. And but for operating 
economies the expectation would have 
been fulfilled. 

While it has been impossible to give 
more than the barest outline of the re- 
spective backgrounds possessed by these 
three low-priced utility preferreds, 
enough has been said to indicate that 
they all have considerable attraction as 
medium grade investments. In no case 
does the equity appear to be danger- 
ously thin and this makes it possible for 
a further material contraction in busi- 
ness to take place without a dividend 
reduction. Neither does it appear 
likely that the preferred stockholder in 
any of these companies will suffer from 
financing difficulties, for their credit 
standing is such that the floating of any 
new securities which may be necessary 
should be effected without undue difh- 
culty. The three preferreds are even 
sufficiently strong to resist the adverse 
influence of a moderate reduction in 
rates, although there are as yet no in- 
dictations that anything extraordinary 
along these lines will take place. All 
in all, provided the purchase is not in 
excess of the individual’s means, they 
may be considered welcome members 
of any investment list. 
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Inflation—What It Is and 
What It Does 


(Continued from page 151) 








to function as soon as it can be con- 
vinced that the banks are again on the 
job. 

The Federal Reserve has resorted to 
such “open market” operations for the 
purpose of improving the business situa- 
tion three times before this, in 1922, 
1924 and 1927. The experiment in 
1922 was soon lost sight of in the spon- 
taneous revival of business which was 
then down but never out. In 1924 the 
open market operations were soundly 
helpful. In 1927 they were too suc- 
cessful. The expansion of credit and 
business that they inspired soon ran 
away from control. Business distilled 
its own inflation from that time on 
until the last great fall. This is a re- 
minder that inflation once started may 
become automatic. Credit inflation is 
usually started in the United States by 
business initiative. The banks tag 
along at first, then become infected with 
the boom spirit and stimulate it by 
loans that produce abnormal buying 
power. 

Automatic inflation is easier here 
than elsewhere in the world because of 
the extensive use of deposit money, 
which, of course, is nothing but bank 
credit. Bank credit can be manufac- 
tured indefinitely if business responds. 
Such inflation may be as bad or worse 
than paper money inflation but is more 
controllable if the will to control exists. 
Bank credit that is tied up with Federal 
Reserve Credit is in theory absolutely 
and arbitrarily controllable. By refus- 
ing loans to member banks and selling 
“Governments” the Reserve Banks can 
check the expansion of deposit currency 
and reduce it. By cutting down the 
loans they can also withdraw a corre- 
sponding amount of Reserve notes from 
circulation, and thus reduce money cur- 
rency in circulation. Normally, its 
note circulation—being based on short 
time, self-liquidating loans to finance 
current business turnover—is supposed 
to rise and fall with the legitimate 
needs of business for credit and money, 
and thus is never inflated or deflated. 
In 1928-1929 extraneous inflation be- 
came. so great and powerful and the 
banks so independent that the Federal 
Reserve was powerless to check credit 
expansion when it undertook to do so. 
Its efforts only hastened the grand 
smash. The deflat’on of 1920-21 was 
invited and hastened by the Federal 
Reserve. There seems to be no danger 
that credit inflation can get away from 
the Reserve this time; 1929 is still too 
near. But paper money or excessive 
government borrowing—whatever the 


cause—abnormally large buying power 
always gives place to abnormally small 
buying power. 

Inflation by government printing 
press is more difficult to control. It 
means an addition to the currency, 
which once made is almost impossible 
of opportune retirement. Only a bal- 
anced budget or repudiation can retire 
unsupported paper money. When a 
government resorts to inflation as a 
means of paying its bills it is hard to 
stop. As soon as the public is aware 
that money is plentiful and cheap, 
prices begin to ascend. The more they 
ascend the greater the need of more 
currency. Higher prices mean that the 
government must pay more for every- 
thing, and taxes, although increased, 
are again inadequate. It is beset both 
by the public and its own exigencies to 
print more money. Then around the 
circle again. 


Europe’s Wild Inflation Experience 


England was able to check its war 
currency inflation by heroic measures 
taken in time. The pound dropped to 
$3.20 before the turn came, but the 
dollar was also inflated, and the price 
level value of the pound was reduced 
two-thirds from 1913 to 1920. France 
and Germany, particularly the latter, 
went to extremes in inflating the vol- 
ume of money. When France took the 
inflation problem by the horns in 1926 
the volume of paper francs was 9.15 
times as great as in 1913, and the franc 
was worth less than 2 cents (par, 
19.3); wholesale prices went up to 640 
with 1913 as 100. Germany let paper 
money inflation run the whole cycle— 
that is, until it was valueless. In 1920 
the volume of paper marks (gold parity, 
24 cents) was 2,800 times as large as 
in 1913. When the end came in 1924 
and a paper mark wasn’t worth enough 
to pay for the ink and paper that made 
it the marks outstanding was astronom- 
ically expressed as 7,900,000,000,000 
times as great as in 1913. Such figures 
show why Frenchmen and Germans 
throw fits and sell dollars every time 
they hear the word inflation. They 
understand nothing but stage money 
as the meaning of inflation. They see 
no difference between controlled credit 
expansion on a gold basis and paper 
money with no limit. 

The United States began its career 
with inflation, and fought the Revolu- 
tionary War by means of it. The ex- 
pression “not worth a continental” ex- 
presses to this day the fate that over- 
took the paper money of the Continen- 
tal Congress. Later we had the state 
wild-cat bank note inflation, with as 
many different kinds and degrees of in- 
flation as there were issuing banks. We 
are still using some of the 350 million 
dollars of “greenbacks” put out after 


the Civil War. Afterwards there was 
some inflation of the currency through 
silver coinage, and in 1890 there was a 
large issue of treasury notes, with only 
156 million dollars gold back of it. This 
sum is also available as far as it goes for 
the redemption of the “greenbacks.” 
In addition there is subsidiary coinage, 
national bank notes and a few Fed- 
eral Reserve Bank notes (not to be con- 
fused with Federal Reserve notes) in 
process of retirement and secured by 
lawful money. The total of this gov- 
ernment money not covered by gold is 
1,730 million dollars. Besides, the 
silver certificates and silver dollars have 
no gold behind them, only silver. In 
practice they are all convertible into 
gold and circulate at par without ques- 
tion, and will continue to do so while 
the gold standard is maintained. They 
have long since become an accepted 
part of the permanent media of ex- 
change. Contrasted with uncovered 
Government paper money, the Federal 
Reserve notes have behind them not 
less than 40 per cent of gold, and 
eligible commercial paper for the rest. 

If the printing of two billion or so 
of United States Government notes 
would break the vicious circle, of less 
business, less velocity of money, less 
bank credit, less deposit currency and 
less business again, it would be a cheap 
transaction, but under our business sys 
tem it would probably not suffice. The 
money would soon get into the banks 
and in their present mood it would re- 
main there inert. Some of it might be 
hoarded. Federal Reserve notes in 
nominal circulation have increased 
about 800 million dollars in the last 
ten months without any effect on busi- 
ness or prices; the same was true of the 
800 million dollars paid out last year 
as advances on the bonus certificates. 
If the new money remained in hand-to 
hand circulation it would not be no 
ticed in the annual turnover. 


On the other hand, 2 billions of 
money, not automatically returnable to 
the source of issue, as Federal Reserve 
notes are, could be the base of a dan- 
gerous inflation of bank credit and cur’ 
rency if the tide ever turned toward in- 
flation. They could carry 20 billions 
of credit currency, which if circulat’ 
ing rapidly would cause great inflation. 
The mere possibility of inflation of that 
character, and its portent of govern: 
mental financial instability, would so 
shake domestic and foreign confidence 
in the government as to accelerate de- 
flation, cause collapse of government 
credit and bonds and possibly result in 
such domestic hoarding and foreign 
withdrawals of gold as to force the 
United States off the gold standard. A 
raging inflation jag requires that there 
be no limit to money—with the gold 
standard gone there would be none. 

Vast bond issues would also achieve 


182 When doing business with our advertisers, kindly mention THE MAGAZINE OF WALL STREET 





INI 


Tra 
the 
dec! 
sect 
app 
inve 
duc 











Trading Advices following 
the intermediate rallies and 


Take Profits Awaiting the 
Definite Upturn 


ROFITS of more than 25% on the required capital would have 
been available to you through a Trading program conducted 
under the definite and continuous counsel of THE INVESTMENT 
AND BusINEss Forecast of The Magazine of Wall Street to date 


this year. 


This record indicates how we would help you recover losses, con- 
serve and increase your principal awaiting the definite upturn— 
regardless of intermediate market movements. 


Attractive Opportunities Are Developing 


You should subscribe to the FORECAST imme- 
diately because this is the time to put your 
security holdings in order. Then, when the 
sustained upturn really starts, you will be able to 
take full advantage of the many attractive oppor- 
tunities for establishing yourself on a sound and 
profitable basis. 


At no time in the past decade has the market 
been in its current position with high-grade securi- 
ties developing values where you, through proper 
guidance, can lay the foundation for substantial 
profits with the least amount of capital and risk. 
It is truly the opportunity of a lifetime. 





You will have the assurance of knowing as one 
of our subscribers that we shall guard you from 
taking an extensive long position on incipient 
rallies before the actual recovery starts, and even 
then from making purchases blindly on the 
assumption that the whole market will be a buy. 
In preparation for the advance our staff has been 
analyzing the technical and fundamental back- 
ground of every active security so that our recom- 
mendations will include only those that offer the 
best possibilities for steady price appreciation. 


To make sure of receiving these advices at the 
very beginning of the movement we urge that you 
send us your subscription today. 


+48 This Complete Service for Six Months Only $75 
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Speculative Investments. 
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Investments for Income 


Investments Mainly for In- 


declines (for the purpose of 
securing profits that may be 
applied to the purchase of 
investment and income pro- 
ducing securities). 


Low-priced stocks that offer 
outstanding possibilities for 
price appreciation over a 
moderate period. Recom- 
mended and carried in our 
Unusual Opportunities. 


and Profit. Sound dividend- 
paying common stocks en- 
titled to investment rating, 
with good profit possibilities. 
Recommended and carried in 
our Bargain Indicator. 


come but with possibilities 
for enhancement in value due 
to investor demand. Recom- 
mended and carried in our 
Bond and Preferred Stock 
departments. 


So that you may take immediate steps to place your present portfolio on a sound and profit-pointing basis, 
send us with your subscription a list of your security holdings for our analysis and recommendations. 
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inflation, just as they did in the war 
and afterward, provided they were ab- 
sorbed. If they were not absorbed they 
would shake confidence in the Govern- 
ment and its securities and adhere to 
the forces of deflation. If the govern- 
ment were to undertake inflation with 
the co-operation of the Reserve system 
and the individual banks, and the bonds 
were subscribed, they would be forced 
into the Reserve Banks as collateral and 
would cause a great expansion of both 
book credit currency and Federal Re- 
serve notes. But this would be duly 
secured self-retiring currency, based on 
actual demand and much superior, 
therefore, to unretirable and incon- 
vertible currency which can become the 
basis of ten times as much credit cur- 
rency not subject to Reserve bank con- 
trol, thus bringing about a persistent 
abnormal volume of purchasing power. 
On the other hand, bond issues can go 
on for a long time, under favorable 
conditions, for each issue may then cre- 
ate credit for its own absorption. 


Great Time for Common Stocks 


If the issue of paper money were 
made large enough to get results and 
genuine inflation set in there would 
soon be a wild riot of spending and 
speculation. If the first issues were 
followed by others paper fortunes 
would be made by some and real for- 
tunes lost by others, and a final ex- 


plosion would cast into the blackest 
shade the debacle of 1929 and all that 


has happened since. Holders of bonds 
would be ruined, because the purchas- 
ing power of the fixed rate of interest 
would evaporate as money declined in 
value—unless they were gold bonds, 
and even then gold might not be pro- 
curable. Maturing bonds could be 
paid off with a song. Preferred stocks 
would not be in much better case but 
common stocks would soar. Mortgages, 
liable to be liquidated with paper 
money of little value, would shrink ter- 
ribly in real value. Real property 
equities would skyrocket in price and 
all merchandise and other personal 
property would do likewise. In the 
haste to turn ephemeral currency into 
solid wealth there would come a mad 
building boom, wages and_ salaries 
would rise, unemployment would cease 
and business generally would hum. Yet 
while many were rolling in evanescent 
luxury others would be in the direst 
poverty—all whose incomes were fixed 
in money units. But finally, every sort 
of currency including perfectly valid 
checks for millions and billions would 
be worthless. It would be impossible 
to print money fast enough and worth 
enough to satisfy the colossal demand 
for it at unimaginable prices. The 
presses would stop and the whole of 
the intangible wealth of the nation— 
all its liquid capital—would blow away. 


There would remain no wealth but 
tangible property and no acceptable 
money except hoarded gold. Inflation 
would go from its utmost extreme down 
to the direst extreme of deflation. 








Railroad Over - Capitalization 
Can Be Relieved Without 
Receivership 
(Continued from page 147) 








considering their acceptance or rejection 
of the readjustment plan, without such 
an outlay of their money, that will be 
submitted to them by the “Frisco” 
management if approved by the I. C. C. 

Still another point,—this upon the 
authority of a railroad official who has 
often been before the Commission for 
his company. Discussing the “Frisco” 
situation at the present time he said: 
“If the ‘Frisco,’ or any other railroad, 
is compelled to go into receivership, 
look out. The Commission will not ap- 
prove any reorganization plan that does 
not cut present capitalization—particu- 
larly funded debt—to the bone. The 
voluntary readjustment plans will be 
much more favorable to security hold- 
ers than regular reorganization plans. 

“Did it ever occur to you,” he added 
with great emphasis, “what will happen 
to the weaker railroads when their col- 
lateral runs out, and they want more 
money from the Reconstruction Finance 
Corporation, if earnings do not improve 
so that they can go it alone largely, 
and if the voluntary readjustment plans 
that may be presented are not accepted 
by security holders, bankers and the 
Interstate Commerce Commission? I 
happen to know that collateral is scarce 
already with some of the roads seeking 
loans from the Commission. Of course, 
there can be only one answer: pro- 
longed, and at any rate, costly receiver- 
ships.” 

It has been rather generally agreed 
for some time that there was good 
foundation for the charge of the I. C. 
C. that the “Frisco” is “over-capital- 
ized.” This has been alleged for some 
years by close students of its financial 
structure, trend of traffic and earnings. 
As of January 31, last, “Frisco’s” un- 
matured funded debt stood at $292, 
806,767. This is at the rate of $49,371 
per mile of operated road—unquestion- 
ably large for a company with its earn- 
ing power. The Commission seemingly 
was justified also in alleging that the 
ratio of bonds to capital stock is ex- 
cessive. Against funded debt of $292,- 
806,767 outstanding on January 31, 
last, “Frisco” had only $114,701,526 
stock, or considerably more than 2 to 1 
of bonds. Total of stock and bonds 
on that date—$407,508,293—was at 


the rate of $69,186 per mile of operated 
road last year. 

Just one or two comparisons to show 
the unwieldy, character of ‘Frisco’s” 
funded debt and entire capital struc. 
ture. With an operated mileage in 
1931 of 5,890, it had, on January 31 
of this year, funded debt of $292,806, 
767, or only $17,819,233 less than that 
of Atchison, its most powerful com. 
petitor, with 13,568 miles of operated 
road, much more than double that of 
“Frisco.” The latter’s fixed charges in 
1931 were $13,322,268, Atchison’s 
$12,885,315. It had $50,234,114 ap- 
plicable to fixed charges last year, 
“Frisco” $10,997,173, or $2,472,274 
less than required to cover that obliga- 
tion. 

As to the company’s ability to 
“operate successfully in the future 
without a reduction of its fixed 
charges,” a difference of opinion has 
developed since the issuance of the 
I. C. C.’s order. For 1929 gross earn 
ings of the “Frisco” were $89,109,286. 
Balance for interest charges $22,729,- 
424, net income for stock $10,192,073, 
equal to $11.88 a common share, after 
providing for $6 a share on the pre- 
ferred. 

In 1930 gross earnings dropped to 
$70,956,462, balance for interest to 
$19,657,070, net income to $6,732,541, 
equal to $4.08 for the common. Last 
year “Frisco” reported only $54,426, 
916 gross earnings, balance for interest 
$10,977,173 and a deficit after fixed 
charges of $2,472,274. 

Gross earnings for this year are esti- 
mated at only $47,000,000, which is 
regarded as extremely low, but who can 
tell? It has been officially estimated 
that with gross earnings of $60,000,000 
all fixed obligations could be met, but 
there would be little or nothing for 
preferred or common stock. This would 
be an increase of $5,573,084 over 1931 
actual figures and a recovery of $13, 
000,000 from the official estimate for 
1932; but it still would be $29,109,286 
under 1929. 

With $60,000,000 gross a year on 
5,890 miles of operated road, the 
“Frisco” would have figures in striking 
contrast with $181,181,260 actual for 
the Atchison in 1931 on more than 
double the mileage. The latter amount 
was sufficient to cover its fixed charges, 
preferred dividend at $5 a year and 
leave $5.60 a share for common stock. 


Granting that the “Frisco” could 
earn $60,000,000 a year, it would still 
be in an unsatisfactory position. Its 
aggregate capital liabilities would yet be 
large and its proportion of bonds to 
stock much out of line. Moreover, any 
railroad in the United States with prac’ 
tically 6,000 miles of line, in anything 
like normal times, should be able, not 
only to cover fixed charges and “live, 
but to make a fair return for its share’ 
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holders. This the “Frisco” can’t do in 
periods of depression. 

Whether the Commission will re- 
quire other railroads with a top-heavy 
funded debt that are seeking loans from 
the Reconstruction Finance Corpora- Three Reasons for the 
tion to submit a plan for readjustment 
of fixed charges, remains to 8 — 
Railway executives who have been be- ape effe 
fore both bodies recently, are inclined Stability of Utility Revenues 
to think it will. If the requirement 
was reasonable for the “Frisco” why 


not for other roads in much the same ? aint ‘ 
predicament as to capital structure? A Electric and gas utilities enjoy unusual 


lance at the accompanying table will “78 
4 Ce be i. cee vo alige stability of revenues, because. . . 


funded debt that other well-known 
roads are struggling under. 1 Electricity and gas are not subject to wide price 

In reply to question 5 as to whether fluctuations. Whileutilities do notmakethe profits 
the ruling of the I. C. C. in the case 
of the “Frisco” can be complied with, , 
it should be stated plainly that railroad they do not suffer the same losses in poor times. 
lawyers rather generally believe that a 
plan for a voluntary readjustment for 2 Electricity and gas are growing industries which 
its capital structure without receiver- 
ship, foreclosure and reorganization, 
cannot be accomplished for that road 
or any other road that may be asked 3 There is no problem of overproduction. Only as 
to attempt it. On the other hand, as much gas and electricity is produced as is used 
already indicated, “Frisco” officials and & Halt — 
counsel, equally prominent with those ‘ 
who hold a contrary opinion, are hope- @ Of the Associated System’s 1,434,000 customers, 
ful of success. ws 1,189,000 are residential electric and gas users. The 

Answering the next question, it is average annual use of electricity by residential cus- 


obvious that if the security holders, of ; : 
the “Frisco” or any other railroad in a tomers increased 8.3% during 1931, and their use 


similar aga pe save = npoxty of of gas maintained its previous level. This gain offset 
receivership and the cost of it and re- ‘ ‘ 

organization by accepting a voluntary industrial re to the extent - the “en re- 
plan for readjustment of capital struc- corded a total increase of approximately 1% in gross 
ture, that will greatly strengthen it and operating revenues for all departments. 

be equitable for themselves, they would 
be much better off than by turning 
down such a plan and throwing the 
company into receivership. 


It may be stated emphatically that Associated Gas & Electric System 


a private business can earn in prosperous times, 


supply a daily need in the home. 


For information about facilities, service, rates, write 


the Commission is eager for the success 
of such a plan for the “Frisco” and (Stan 
would be more lenient with its security pe Aas 
holders than with respect to a regular 61 Broadway Kern J New York 
reorganization plan. In the latter there 
is excellent reason for believing that 
the security holders would suffer severe- 
ly, as only a rigid plan would be ap- 
proved. 
tT officials and counsel have 

en meeting daily on a readjustment 
Ditteudwikdaed| MARRET STATISTTECS 
ty bankers and the I. C. C. Just what N. ¥. Times 

it 4 : N. Y. Ti --Dow, Jones A ~ -——50 Stock: 
oes = Migs gre a, be 40Bonds 30Indus. 20Reils ‘High Low Sales 
i. * , > tee. ome olders May | Monday, May 9 59.80 57.04 20.92 51.36 49.68 638,207 
= expected to accept, however, securl- | tuesday, May 10 57.68 20.90 51.39 49.87 738,270 
ties in such volume and in such classifi- | wednesday, May 11 57.83 20.58 51.68 50.23 688,570 
cation as will enable the company, in 55.62 19.27 50.26 919,460 
anything like normal times, and even een ys el * : — pol pas ores oo 
in periods of depression, to earn on praca ‘ip 20 ; ' 18.25 47.37 ; 1,804,000 
them. They would be greatly pref- | tuesday, May 17 ' ‘ 18.05 47.86 982,948 
erable to what they have now. That the | Wednesday, May 18 ; ' 17.57 47.09 . 684,170 
company canno . 4 17.40 46.39 675,270 
tg a4 th ¢ cnet ages A = Pras; TAG Wo. ones es cvcvvcs : x 17.67 \ 773.310 
uc € present funded debt, in Saturday, May 21 ; ‘ 17.40 t 302,470 
times, has been fully demonstrated. 
This idea of a voluntary readjust- 
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IMPORTANT ISSUES 


Quotations as of Recent Date 


Bid Asked 


Alpha Port Cement Pfd. (7) 
American Book Co. (7) 
Amer, Dist. Teleg. 

Do Pfd. (7) 
Amer. Manufacturing 

Do Pfd. (5) 
Amer. Meter Co. 
Babcock & Wilcox (4)........... 
Bliss (E. W.) Co, 1st Pid 

Pfd 


Bon Ami, B (2%)........ AA 
Colt Fire Arms (1) 
Carnation Co. 

Do Pfd. (7) 
Cleveland El, of Illum, Pfd. (6).. 
Congoleum Co. Pfd. (7) 
Clinchfield Coal 


Do Pfd. (7) 
Detroit & Canada Tunnel 
Dixon (Jos.) Crucible 
Doehler Die Cast Pfd 
Gt. N. Paper (2.40) 
Fajardo Sugar 
Franklin Rwy. Sup 


Gt, Atl. & Pac. Tea Pfd. (7) 114% 117 


ment of a railroad’s capital structure is 
new and may be called novel. It is 
nevertheless practical. Its success de- 
pends ultimately on the co-operation of 
security holders. In these trying days 
many valuable lessons are being learned 
that would not receive any considera- 
tion in a period of great prosperity. It 
would be well for the holders of the 
securities of the weaker roads that may 
be asked to do it to give careful con- 
sideration to a voluntary plan for read- 
justing the capital structure of those 
companies. 

Broadly speaking, it always has been 
wise to accept reorganization plans, 
with modifications as to some features, 
rather than to hold out. The same 
attitude should be taken toward the 
voluntary plans that may be presented 
for weak railroads. If during this 
period of depression the funded debt 
of the roads, overburdened in that par- 
ticular, can be readjusted to a sound 
basis, without the big expense involved 
in the customary reorganization, the 
entire railroad situation in the United 
States will have been greatly strength- 
ened and owners of railroad securities, 
present and prospective, will be safe- 
guarded to a far greater extent than for 
many years. 


Remember, also, that receivership,. 


foreclosure and reorganization offer no 
guarantee of a greatly improved capital 
structure. If you don’t believe this, 
study carefully the position of the 
weaker, or even medium class railroads 
in this country that have been re- 
organized at rather strikingly regular 
intervals in the past 30 to 40 years. 
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Horring-Hall Safe 
Howe Scale 

Do Pfd. 
Merck Co. Pfd. (8) 


National Casket (3) 

Do Pfd. (7) 
Newberry (J, J.) Pfd. (7) 
Ohio Leather (1) 

Do Ist Pfd. 
Remington Arms Pfd 
Ruberoid Co, (4) 


Pfd. (7) 
oe OA (> ee 
Standard Screw (2) 
Stetson (J, B.) Co 
Do Pfd. (2) 
Wash. Ry. & Elec. 
Pfd. (5) 
West Va. Pulp & Paper (1) 
Do Pfd, ( 
White Rock 2nd Pfd. (20) 
Ist Pfd, (7) 
Worcester Salt (5) 
Young (J. 
Do Pfd. (7) 








Billions for Public Works! 
(Continued from page 145) 








for politics. There would be little rea- 
son to expect a safe policy in this re- 
spect on the part of any political body. 

In any event it is clear that the need 
now exists for practical and productive 
public works to a volume of many hun- 
dreds of millions of dollars, quite pos- 
sibly to a total of 1 billion or more 
dollars. If the funds can be obtained 
from private investors on a sound in- 
vestment basis, there is no doubt that 
they could be wisely and profitably ad- 
ministered by the Reconstruction 
Finance Corporation. 

The economic effect of the expendi- 
ture of, say, 1 billion dollars on projects 
of this type is, of course, problematical. 
That it would end the depression of 
itself is by no means certain and, in- 
deed, is seriously to be doubted. Yet 
it would represent an effort that could 
do no harm and might do much good. 
It would support, through employment, 
a substantial number of persons, on a 
far more desirable basis than a public 
dole. It would stimulate business in a 
natural, rather than artificial, way and 
would add to purchasing power. 

The opposing forces of deflation are 
varied and gigantic. Possibly a sound 
public works program would be really 
helpful, only if combined with concur- 
rent efforts to find a basic solution for 
other depression problems, including 


commodity price maladjustments, inter- 
national tariffs and debts and political 
uncertainties, here and abroad. On the 
other hand, despite the stern reality of 
these problems, the psychology of 
despair is a potent factor in depression 
and a turn for the better often has 
originated in a small corner of the gen- 
eral economic picture, the ripples of 
one decisive improvement gradually 
spreading out over an ever-widening 
area. 

It is in some such possible result as 
this that the field of productive public 
works offers a genuine opportunity. 

Advocates of direct government bor- 
rowing for unproductive public works 
contend that the restrictions and safe 
guards involved in Mr. Hoover’s plan 
would in practical effect minimize the 
volume of projects that could be under- 
taken and would, hence, minimize the 
number of persons who could be em- 
ployed. They likewise contend that 
such undertakings at present could be 
handled on the necessary scale only by 
direct governmental financing. They 
doubt that public demand for deben- 
tures would be sufficient. 

They contend also that the interest 
on a 2-billion dollar bond issue would 
amount to less than the sum that other- 
wise would be needed for relief of cur- 
rent distress, but fail to point out that 
the interest would run indefinitely and 
that the investment, if made in non- 
productive enterprises, could only be 
ultimately repaid out of the taxes ex: 
tracted from an already over-taxed 
public. 

The strong claim is made that a 2- 
billion-dollar bond-financed program of 
public works of all kinds would greatly 
stimulate employment and business. As 
to this, we have only theory to go on, 
for the claim certainly does not rest 
upon established fact. A 2-billion-dol- 
lar program might well prove to be a 
drop in the bucket as compared with 
the real weight of the continuing un 
derlying forces of ‘depression. In this 
connection, it is interesting to recall 
the cheerful emphasis placed in 1930 
upon the vast construction program 
promised by the railroads and public 
utilities. It had no perceptible effect 
in checking depression. 

The psychological reaction to be ex: 
pected of a debt-creating program of 
non-productive public works is subject 
to grave doubts. These doubts plainly 
have been reflected recently in stock 
and bond market quaking at even the 
discussion of “public works” remedies. 
There is a growing demand that the 
Federal budget be effectively balanced 
and that the tendency of taxation to 
absorb an increasing proportion of the 
national income be checked, if it cannot 
be reversed. Additional governmen’ 
tal spending of any kind, making t 
more difficult to balance the budget, 1 
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very definitely regarded by investors 
and business men as a cause for fear 
rather than of hope. 

Finally, conceding the many draw- 
backs of their plan, some advocates of 
bond-financed public works argue that 
there is no alternative save a dole. Per- 
haps there is not, but the reasonable 
estimate may be offered that to get the 
same results in direct relief of distress 
at least $7 would have to be spent in 
the indirect processes of artificially 
created enterprise for every $1 neces- 
sary as a dole. 

Both as regards Mr. Hoover's plan 
and the much more dangerous pro- 
posals for non-productive works, it 
must be noted that neither program 
lends itself to instant or emergency re- 
lief. To initiate either would require 
many months, and for either to attain 
a maximum in its effects upon employ- 
ment or business probably would take 
the better part of a year. 





Imperial Conference 
Threatens U. S. With Loss of 
Largest and Nearest Customer 

(Continued from page 143) 








of alienating a large body of its most 
faithful supporters, the Canadian 
manufacturers. So its obvious strategy 
is to evolve some compromise policy 
and its preparatory plans are being 
directed towards this end. It has asked 
the Canadian Manufacturers’ Associa- 
tion to survey the whole industrial field 
and the tariffs affecting it, and to sub- 
mit suggestions about the commodities 
on which further preferences could be 
granted to Britain without impairing 
the fortunes of any established Cana- 
dian industry. 

Apparently the idea is to offer 
Britain free entry or very low revenue 
duties on practically every manufac- 
tured article which is not produced in 
Canada, and thereby give the mother 
country a strongly preferred place over 
all her competitors. But the difficulty 
is that while such a policy would prob- 
ably cover several thousand articles, it 
would not likely satisfy the British as 
what they want is tariff concessions for 
the benefit of products of their great 
staple industries like cotton and wool- 
len goods, iron and steel products, 
leather articles, etc., and it is exactly 
in these articles that Canadian manu- 
facturers want to keep the. domestic 
market as much as possible for them- 
selves. However, there are now in 
Progress negotiations between British 
and Canadian manufacturers of the 
same products about schemes for what 
is called “complementary production,” 
Whose underlying idea is that if the 
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British manufacturers will agree to 
keep out of the Canadian market with 
certain lines, the Canadians will not ob- 
ject to free entry or very low duties 
for other lines. Some such arrange- 
ments have already been worked out in 
connection with steel products and rep- 
resentatives of various British industries 
are coming out before the Conference 
to carry on negotiations with their 
Canadian vis-a-vis. 

In such schemes and other plans 
there is a latent threat to the export 
trade of the United States with Canada 
and the treatment which Canada’s ex- 
port trade to the United States has ex- 
perienced from tariff makers at Wash- 
ington has created a strong sentiment 
for a policy of inter-Imperial economic 
co-operation. But while in theory its 
accomplishment by a readjustment of 
tariff duties looks a simple matter, there 
are many practical difficulties and it 
entails what may prove an expensive 
fight against geography. For example 
many of those Canadian industries 
which are controlled by American capi- 
tal are in the habit of getting supplies 
of raw material and equipment from 
their parent or affiliated organizations 
in the United States and they will op- 
pose tariff adjustments whose design is 
to force them to buy such supplies from 
Britain. Again the superior conveni- 
ence of and lower transportation costs 
of dealings with American firms will 
make many Canadian merchants and 
manufacturers hesitate before they al- 
low profitable trade connections to be 
terminated by tariff changes. Further- 
more if a comprehensive scheme for 
diverting import trade from the United 
States to Britain were to result in a 
rise of the price of many commodities 
in Canada, there might soon develop a 
sentiment that the cost of stimulating 
inter-Imperial trade was too high and 
that what was really needed for the 
restoration of Canadian prosperity on 
a sound basis was better trade relations 
with the United States. 

Mackenzie King, the leader of the 
Liberal party, has repeatedly de- 
nounced the idea of an Imperial zoll- 
verein to which Premier Bennett has 
given guarded advocacy, and argued 
that Canada, with her huge exportable 
surpluses of wheat, lumber, newsprint, 
nickel, asbestos, etc., although it may 
give some special encouragement to 
British trade, cannot cut herself off 
from extensive trade relations with the 
United States and other countries. So 
the present outlook is that the Con- 
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ference will make a determined effort 
to deepen the channels of inter- 
Imperial trade and will probably 
achieve some success in this aim. But, 
as far as Canada is concerned what is 
done will be in the nature of an ex- 
periment and its results will be care- 
fully watched. If the new policies are 
responsible for a steady revival of pros- 
perity, then they will be persisted in 
and probably expanded but, if they fail 
or show only negligible results, then 
changes of governments in Canada and 
the United States might find the at- 
mosphere propitious for negotiations to 
end the sort of tariff war which now 
exists between the two countries. 

However, whatever happens, the 
Canadian people entertain no appre- 
hensions about their future. After the 
United States, Canada has the highest 
per capita wealth in the world and her 
population enjoys standards of life only 
matched under the Stars and Stripes. 
Her natural resources are both enor- 
mous and varied and new discoveries 
about their value are continually being 
made, as witness the recent finds of 
rich deposits of pitchblende, the basis of 
radium, in the Bear Lake region. Up 
till the beginning of this century agri- 
culture and lumbering were the two 
great basic industries but the last 25 
years have seen a remarkable develop- 
ment of other industry; in the four 
year period 1925-29 Canadian indus- 
trial activity showed an expansion of 
54 per cent as compared with an ex- 
pansion of 14 per cent in the United 
States, and Russia was the only coun- 
try which excelled the Canadian rate. 
Today the best informed opinion holds 
that Canada’s future economic expan- 
sion will lie along industrial lines. The 
rural population is more likely to di- 
minish through the increasing use of 
labor-saving devices like the harvester- 
combine. Moreover, it is plain that as 
long as Canada insists upon protecting 
her manufacturers by curtailing im- 
ports, she cannot hope to dispose abroad 
of any larger exportable surplus of food 
products than she now sells. On the 
other hand it is confidently believed 
that in her abundance of cheap water- 
powers of which so far only some 15 
per cent have been harnessed and in 
the varied mineral resources of the 
Great Pre-Cambrian shield which runs 
along Northern Ontario and Quebec, 
and of British Columbia, there exist the 
fundamental bases for a tremendous in- 
dustrial development. So the calcula- 
tion is that, while Canada is not likely 
for some time to enjoy any spectacular 
boom, it has all the elements necessary 
for sure and steady growth in popula- 
tion and wealth. And her value as 
a customer to the United States will 
largely depend upon the liberality of 
the tariff policy pursued to the domin- 
ion by the republic. 
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IMPORTANT ISSUES 


Quotations as of Recent Date 


1932 
Price Range 
Recent 

Name and Dividend Low Price 
Aluminum Co. of Amer 235% 24% 
Amer, Cities P. & L. A. (3). 17% 18% 
Amer. Cities P. & L. ‘‘B’’.... 1 1% 
Amer, Cyanamid B 2% 
Amer. & Foreign Pwr, War.. 
Am. Lt, & Trac. (2.50) 
Amer. Gas & Elec, (1) 
Amer, Superpower 
Assoc. Gas Elec, ‘‘A’’ (Stk. 


Brazil T, L. & P, (Stk. 8%). 13% 


Central Stat, El 

Cities Service (.30) 

Cities Service Pfd. (6) 
Commonwealth Edison (8)... 
Commonwealth & So. War.... 
Consol, Gas Balt, (3.60) 
Crocker-Wheeler 


Deere & Co. 


Elec. Bond & Share 
Elec. Bond & Share Pfd. (6). 


Ford Mot. of Canada A 
Ford Motors, Ltd. ........... 


Name and Dividend 


Goldman Sachs T 
Gt. A. & P, Tea N. Y. (6%). 
Gulf Oil of Pa 


Humble Oil (2) 
Internat. Pet. (1) 
Mountain Prod. (,80) 


Nat. P. & L. Pfd. (6) 
Niagara Hudson Power (.40). 
North. Pipe Line 


Pennroad Corp. .........-... 


Salt Creek Prod. (1) 

Singer Mfg. (8) 

Standard Oil of Ind. (1) 
Standard Oil of Ky, (1.60)... 
Swift & Co. (2) 


Teck-Hughes (.60) 


United Founders 
United Lt. & Pow. A 


United Gas Corp 





York Curb Exchange are cur- 

rently averaging only a little 
more than 100,000 shares a day. This 
is scarcely more than 25 per cent of 
the volume of a year ago and is less 
than the daily volume which one or 
two popular speculative favorites alone 
accounted for in the booming markets 
of 1929. 

In a distinctly long-term sense, trad- 
ing inactivity is favorable. Abnormal 
dullness is always a characteristic of a 
sold-out market. It is also favorable 
that the average price movement is 
narrow and that the rate of general 
decline in recent weeks has slackened. 
Nothing in the recent performance, 
however, suggests that imminent or im- 
portant reversal of the price trend is in 
prospect. A discouraging number of 
individual issues continue to meet with 
liquidation, much of it of distress 
character, and virtually each session 
adds its quota to the list of stocks 
making new lows. 

As with other financial markets, pol- 
itics remains the cominant factor for 
the time being. The economic remedies 
proposed by politicians are almost 
universally reflected in investment fear. 
The overwhelming demand of the 
market is for governmental retrench- 
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[vere Carb: Exe on the New 


ment and a balanced Federal budget. 
A favorable outcome of the present 
session of Congress and of the Lau- 
sanne Conference on reparations and 
international debts could be expected 
to produce at least a substantial inter- 
mediate rally in securities, but this 
would still leave unanswered the ques- 
tion of a basic business revival later in 
the year. 

Weakness on the Curb centers most 
conspicuously in public utility stocks, 
reflecting the further decline in the 
consumption of electric power and the 
resulting dilution of earnings available 
for common stocks. Electric Bond & 
Share, Duke Power, Edison Electric of 
Boston and Niagara Hudson Power 
are among the important issues which 
have fallen to new lows. American 
Gas & Electric and Commonwealth 
Edison have reacted substantially from 
recent best prices but remain above the 
year's lows. 

Oil stocks maintain their recent 
modest improvement, despite gasoline 
price-cutting in some localities, includ- 
ing New York City. Among indus- 
trial and miscellaneous issues a feature 
of interest is the establishment of new 
lows by such former blue chip favor- 
ites as Aluminum Co. of America, 
Great A. & P. Tea and A. O. Smith. 


has all the earmarks of permanence. 
The greater efficiency of the English 
spinners, however, and their ability to 
surpass American manufacturers in 
following specifications, makes them 
still predominant in what is left of the 
world cotton textile market. More and 
more of the mills in the United States 
have concentrated upon satisfying do- 
mestic demand. Takings of cotton by 
mills in this country have been fairly 
good, despite a moderate decline in 
cotton consumption in April. Profit 
margins, however, have been unusually 
low, and a prosperous condition does 
not appear likely to develop in the 
near future. 

The silk industry has fared hardly 
better than cotton. Quotations for 
silk at New York have dropped again 
to around $1.17 a pound, a new all 
time low. The greater comparative 
cheapness of silk fabrics has tended to 
accentuate the competitive relationship 
towards cotton and woolen textiles. If 
this relative cheapness of silk is passed 
on to the public by the manufacturer, a 
decided swing towards increased con- 
sumption of silk at the expense of the 
cheaper fabrics should ensue. Silk 
spinners and dyers, however, have 
dropped behind the other textile groups 
in the fields of quality and styling, and 
until this is remedied, recovery may be 
delayed. 





Petroleum 





Effective Control Brightens Outlook 


The oil industry appears to have 
turned the corner.. Several develop: 
ments in recent weeks bear out this 
view. The improvement has been 
chiefly on the side of production regu- 
lation, with consumption a secondary 
factor. The East Texas pool is under 
going further downward revision in its 
allowable daily quota per well. The 
United States Supreme Court has up 
held Oklahoma regulation as constitu: 
tional, although the decision is vague 
as to the legality of violation punish 
ments. In California there is a pro 
nounced swing towards conservation. 
In addition to the above factors, which 
are mostly governmental in nature, pr’ 
vate enterprise has swung into line. 
Careful control of output in accord: 
ance with refiner demand has been the 
most recent feature in Texas and Okla’ 
homa. Refineries have been active in 
adjusting gasoline output closely to the 
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Utility Map 


An Up-to-the- Minute Territorial Map Showing 


Fields of Operation of Leading Electric Power Groups 








A Great Research Achievement that Benefits Investors, 


Utility Officials and Allied Industries 


Never before has anyone been able to devise such a valuable 
means of graphically analyzing and visualizing the Public 
Utility Industry and its probable future growth as was done 
with the production of our special map. 


The actual map is 2614 inches wide by 20 inches high, suit- 
- for hanging on the wall, or placing in your regular map 
cabinet, 


This valuable map created such a sensation in 1929 and 
1930 that we have had continuous inquiry from all branches 


of the industry for a 1932 map bringing up to date the many 
changes of the past two years. 


Executives and field men find it invaluable in studying their 
possible channels for growth, profitable mergers and in 
graphically visualizing intrinsic worth in the sale of their 
securities. 

Investors find it of equal value in comparing values of loca- 


tions, prospects for growth, etc., of the companies in which 
they have already invested or plan to invest their funds. 


We have a limited supply of these maps and for 15 days we will send FREE this 
valuable map with a special 5 months’ subscription to The Magazine of Wall 
Street. To be sure of receiving your copy fill out the coupon below and mail at once. 


The Magazine of Wall Street 
90 Broad Street, New York, N. Y. 


I enclose my check for $3.00. Enter my subscription to The Magazine of Wall Street for 
5 months. I also understand that I am to receive as soon as ready my copy of your large 
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Wall Size Map showing “Fields of Operation of Leading Electric Power Groups.” you can extend your subscrip- 
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PUM-5-28 
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tion for one year from pres- 
ent expiration and obtain this 
important map FREE. No 
exceptions can be made. 








lower demand this year. The major 
hindrance, but secondary in importance 
to the above influences, has been the 
stocks of gasoline in storage, which, 
although no larger than a year ago, are 
greater than are warranted by current 
requirements. 

The statistical position of the indus- 
try is encouraging. Average crude 
production has been running about 
2,200,000 barrels daily for the past 
several weeks, yet at this time last 
year output was at the rate of around 
2,500,000 barrels. Reflection of this 
curtailment has shown in the well- 
maintained increase in prices from an 
average of 75 cents a barrel to 95 cents, 
with the likelihood that further im- 
provement may occur in the near fu- 
ture. Refining operations have been 
curtailed, and as a result average re- 
fining gasoline quotations have risen to 
around 4.75 cents a gallon from the 
low of 2.5 cents earlier in the year. 
Low prices were the principal cause of 
the large deficits suffered by the oil 
industry last year, for the volume of 
business showed a very small decline. 





Merchandising 











Finally Hit by Depression 


Retail trade for the country as a 
whole now shows the effects of the 
depression. In 1930 both volume and 
dollar sales were fairly well sustained, 
but in 1931 a steady decline set in 
which, carrying over into this year, has 
gained tremendous momentum in re- 
cent months, although naturally the 
extent of the decline in the different 
merchandising divisions has varied con- 
siderably. Department store sales have 
dropped 25% below those of a year 
ago, while the leading mail order 
houses report a decline of 20% in their 
business. Wholesale firms dealing in 
general merchandise have suffered a 
recession in sales of over 25%. Car- 
loadings of 1.c.l. freight, which give an 
excellent idea of movement of articles 
destined for retail trade, have dropped 
decidedly. The brightest spots in the 
picture have been the 5-and-10-cent 
chains, which lost only about 10% of 
their business, compared with a year 
ago, and the chain grocery stores, 
which have not reported the unusual 
decline characteristic of other lines in 
recent months. 

Severe inventory losses have been 
suffered because of the uninterrupted 
drop in wholesale prices. This has 
made most firms cautious about acquir- 
ing large stocks, even in cases where 
financial reserves would permit such a 
policy. The general drop in merchan- 
dising activity reveals the extent to 
which the buying power of the nation 
has declined. 
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Market Enters More Promising 
Phase 


(Continued from page 137) 








will unquestionably continue poor 
throughout the second quarter and 
probably through the third—the ele- 
ment of shock for the moment has been 
endured. There is little general ex- 
pectation of a business revival start- 
ing before next autumn. Expecting so 
little in this respect, the market prob- 
ably could rally, or at worst, remain 
calm for some time, if other external 
factors were not involved. 

Despite this fact, there is little in- 
ducement for the speculative element to 
play for an intermediate recovery. 
Even if it be conceded that decline 
probably has gone far enough for the 
present, the obstacles to worthwhile 
advance are many and varied, far off- 
setting such technical strength as con- 
centrated decline may have built up. 
We have reached a stage in which ral- 
lies do not interest the trading public 
and, hence, offer little opportunity to 
professional interests. It becomes more 
and more likely that false moves will 
ke limited, that the market will conform 
closely to fundamentals and that the 
next major change, either up or down, 
will be the reflection of major develop- 
ments. 

For the present, and probably for 
some weeks to come, no single factor 
is of so much market influence as poli- 
tics. If current fears in this respect 
have been exaggerated, certainly the 
element of uncertainty has not. We 
have yet to balance the Federal budget 
through adequate governmental re- 
trenchment and a sound and fair tax- 
ation program. Until these matters are 
settled security buyers have a compel- 
‘ing reason to sit upon the fence. More- 
over, until Congress actually adjourns, 
political uncertainty will exist and end- 
less economic nostrums, no matter how 
improbable of enactment, may be 
trotted out to frighten the markets. 

If coming weeks lighten domestic 
political fears, however, they will also 
bring us to the Lausanne Conference 
and this will soon throw its shadow, 
for good or ill, over the securities mar- 
kets. It appears unlikely that potential 
buyers will dare do more than wait 
and watch. Possibly a solution of the 
reparations and international debt prob- 
lem favorable to America will be 
reached. Possibly not. There is grow- 
ing reason, however, to believe that at 
least a final clarification of the position 
may be achieved and this would climi- 
ate one more economic ghost from the 
picture. 

Given a reasonably reassuring out: 


come both of the present session of 
Congress and of the Lausanne Confer. 
ence our markets could at least look 
forward more hopefully to the autumn 
business developments and might ven. 
ture a tentative recovery on the pros 
pect. 








The Problem of Distribution 
(Continued from page 169) 








clearly realized that we not only want 
to but can produce every one of these 
desiderata on three to twelve months’ 
notice without one interfering with the 
other, that it should be looked upon 
almost as a crime that human beings, just 
as human beings, should be without food, 
clothing, shelter, all of good quality and 
with a perfect sense of security, and 
the same also at all times with respect 
to cultural needs, educational, medical, 
and traveling. 

This somewhat confused and rapidly 
written outline, springing from the 
paragraph in your article above re 
ferred to, I believe could produce some 
thing that would not be too fantastic 
and would be as it were a program 
for the future so possible of realization 
that no statesman, economist or philan- 
thropist would be satisfied until its 
many stages were entered into— 
KERNON Rosson, San Francisco, Calif. 








Consolidated Oil Corp. 
(Continued from page 165) 








with other leaders of the industry in 
ultimate improvement. Relative to total 
assets, Consolidated Oil’s funded debt 
is moderate, amounting to $64,231,500, 
including $2,364,800 equipment trust 
notes and purchase money obligations. 
/.dditional outstanding capitalization 
consists of $12,969,400 of 8% cumula’ 
tive preferred stock and 14,218,835 
shares of no par common. 

Such a set-up, together with the re 
current wide fluctuations in oil prices, 
suggests a fairly wide possible range of 
fluctuation in profits and in quotations 


‘for the common stock over a period of 


years. The speculative risk in moderate 
commitments in the stock under $5 per 
share appears small and the possibilities 
of percentage appreciation are large. 
Some time will be required to 00 
ordinate the operations of the several 
companies and to achieve maximum 
economies from the consolidation. Dur 
ing this period and until general ot 
conditions improve, the financial 
strength of the corporation should tend 
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to restrict possible market depreciation. 
Current assets are $135,156,359 and 
current liabilities $16,100,007, a ratio 
of better than eight to one. Of the 
current assets $44,012,117 is cash and 
$12,435,315 United States Government 
and other marketable securities, at mar- 
ket value. 








What Is Restraining Business 
Improvement? 
(Continued from page 140) 





media of rapid expansion, even if a bit 
of an inflation stimulation is needed as 
a detonator. 

If it should proceed slowly it would 
be fundamentally sounder in its effects 
because its first impact would be on 
raw materials, foodstuffs and produc- 
e's goods and they would have an 
opportunity to close the price gap be- 
tween them and finished goods before 
the latter began to react to increase 
buying power. While it would be of 
no present importance there is a ques- 
tion whether any interference with de- 
flation will not be costlier in the long 
run. We are only now wrestling with 
some of the war inflation left by the 
quick comeback from the immediate 
post-war depression. We climbed too 
high in 1929 because we started too 
high in 1922, and have farther to fall. 
It might be cheaper and better in the 
long run to care for the unemployed 
out of public funds until deflation has 
run its full course than to expand pro- 
duction to make jobs. But there is 
always the answer that this deflation 
has now become abnormal and as sus- 
ceptible to treatment as a broken leg. 
If discovery of new gold deposits were 
to result in a tremendous increase in 
the output of gold, prices would un- 
doubtedly rise all over the world. Why 
then, it is asked, can not the United 
States, which has a great surplus of 
gold, raise ‘prices by increasing credit 
based on it. 

Falling prices are both the result and 
the cause of business pessimism and 
lack of confidence. When some fifty 
excellent stocks are selling on the New 
York Stock Exchange for at or less 
than the share value of their current 
assets there is no need to search for 
the psychological factor in the depres- 
sion. Whatever the cause, falling 
Prices, when rapid, are the ruin of 

usiness, 

Pessimism feeds on pessismism and 
will not give way soon unless there is 
confidence-inspiring news. For near 
three years every burst of optimism 
has been crushed by bad news. The 
Organization of the Reconstruction 
Finance Corporation was inspiring. 
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So also was the Glass-Steagall law and 
the liberal credit creation policy of the 
Federal Reserve. But the growing defi- 
cit of the Federal Government, which 
will be three billion for the current 
fiscal year—the greatest peace time defi- 
cit any government ever experienced is 
depressing, especially as Congress con- 
tinues to fail to provide for balancing 
next year’s budget. Unless revenues 
are greatly increased and expenses re- 
duced the credit of the Government 
will be so impaired that inflation of 
the currency will ultimately have to 
be resorted to in order to procure 
funds. However, it now seems almost 
certain that when Congress adjourns 
or recesses in June the budget will be 
approximately balanced through in- 
creased taxation and decreased ordi- 
nary expenditures. If this is done 
bond issues can be floated without diffi- 
culty for public improvements and the 
financing of private projects of public 
utility. With the United States Gov- 
ernment on an even keel financially 
confidence will revive not only at home 
but abroad. And optimism will grad- 
ually displace pessimism. 


The depression has been prolonged 
both in the world at large and in the 
United States in particular by lack of 
leadership of the economic and finan- 
cial forces which, if properly mobilized 
and co-ordinated, might have held it 
within bounds. There has been, of 
course, no effective systematic world 
collaboration in dealing with a busi- 
ness disruption which, whatever its 
origin, has become universal and be- 
yond comprehensive treatment by any- 
thing short of united action of the 
principal nations. There has been 
evolved more or less adequate leader- 
ship in some of the nations so far as 
their local resources were competent to 
meet the situation. France, of course, 
has had responsible leadership of all its 
forces from the very beginning of the 
trouble. Germany has had it since last 
June and Britain since last September. 
In the United States there has hitherto 
been no outstanding leader against the 
forces of depression on the side of in- 
dustry and private finance. Whatever 
the intention or capacity, the lack of 
responsible control of the government 
because of the weakness and virtually 
equal strength of parties in Congress 
has prevented authoritative and com- 
pelling leadership by the Federal Gov- 
ernment. The Federal Reserve Board 
has been until recently exceedingly cau- 
tious and fearful, and in the circum- 
stances perhaps could not have been 
otherwise. Leadership seems now to be 
evolving both in government and in 
business and an apparently well- 
rounded plan of battle hy the Federal 
Government against the physiology 
and phsychology of depression has been 
built up as follows: 


1.—Reconstruction Finance Corpo- 
ration, to check bank failures, re-open 
closed banks, facilitate payments to de- 
positors of banks in __ liquidation, 
strengthen financial institutions, and 
tide the railways and insurance com- 
panies over a situation for which they 
are not responsible, also to sustain agri- 
cultural operations and morale. Highly 
successful so far. Bank failures are 
now at the lowest point in twelve 
years. 

2.—Strengthening of Federal Land 
and Intermediate Agricultural Credit 
Banks. 

3.—Glass-Steagall law to enable the 
Federal Reserve Banks to withstand 
almost any conceivable assault on the 
gold standard if the government puts 
its house in order, and to assist banks 
through extraordinary credit channels 
without resort to the R. F. C. This 
stopped the run on the dollar and 
helped in the rescue of banks, but has 
been partly nullified by the intolerable 
delay of Congress in putting national 
finances in order. When this is done 
the Glass-Steagall law will be a splen- 
did bulwark of confidence, especially 
as it gives the Federal Reserve emer- 
gency power to conduct open market 
operations in terms of billions. 

4.—Home Loan Discount Bank Sys- 
tem. (Enactment doubtful.) 

5.—Direct financial assistance to 
states for relief of the unemployed. 
6.—Reduction of government costs. 
7.—Balanced Federal Budget. 
8.—Governmental assistance, prob- 
ably through the R. F.C. with in- 
creased borrowing power, to new key 
enterprises on an assured income: basis. 
Purpose is partly to relieve employment 
but chiefly to stimulate normal credit 
function by creating borrowing 
amounts that the banks cannot refuse. 

To this public program for con- 
quering the depression we must add 
such universal business and personal 
factors as follows: 

General adjustment to a_ reduced 
ctandard of living, which will result 
in individual and corporation solvency, 
and will pave the way for American 
independence of foreign trade in the 
event that world tendencies should 
make it a negligible factor. 

Reduction of consumers’ credit, 
which has had a tendency to prema- 
ture absorption of national income. 

Spreading out employment to reduce 
unemployment and enable all to par- 
ticipate in the curtailed amount of 
work available at present. 

Increased savings by the employed. 

Rapid reduction of debts through 
payment, and enforced liquidation. 

These public and private programs 
meet the depression on two fronts. In 
the first place they seek to check its 
advance, and in the second place they 
aim at driving it into retreat. 
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BUSINESS AND THE PUBLIC 
INTEREST 


By BENJAMIN JAVITS 
The Macmillan Co. 


USINESS and the Public Interest 
by Benjamin A. Javits ought to 
be the best seller of the season 

among trade association executives and 
those industrialists who through thick 
and thin have stood by their associa- 
tions. The book lays a foundation of 
rational reconciliation of public interest 
and private profit, which will be easily 
digested by that great majority of 
Americans who believe that harmonious 
collaboration between the state and 
private ownership and operation of 
industry is the ultimate way out of 
our economic troubles. 

Under our system we must have 
profits or chaos. And yet restrictive 
legislation is forever tending to destroy 
profits. On the other hand there are 
reckless elements in every industry also 
tending to destroy profits. Between 
regulation which forbids profits and 
competition which makes them impossi- 
ble, more is being done to undermine 
the capitalistic system than all the paid 
propagandists of communism and all 
the patter of parlor socialists can pos- 
sibly accomplish. 

As Javits well says, it is even possible 
under present law and interpretation 
to make out a case for the repression 
of profits as an act in restraint of trade 
—which it is, in fact. 

It is through the trade associations, 
endowed with a degree of public sanc- 
tion, that Javits sees the possibility of 
protecting at once the public interest 
against monopoly and extortion and 
against unrestrained individual greed in 
conflict with the industrial group in- 
terest. The powerful associations he 
has in mind, embracing practically all 
the units of each industry, are to have 
dependable revenues and_ regulatory 
power over the business practices of 
their members. A cardinal principle is 
that no member shall sell his product 
below the cost of production. The 
principal functions of these glorified 
associations would be the assembling of 
complete group statistics and the ex- 
change of them among members. This 
would oppose over-production and 
check it. Definite steps would be 
authorized to keep production in bal- 
ance with demand, as a means of pre- 
venting that restraint of trade which 
every depression is. If over-production 
were threatened, the association would 
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shut down a part of the capacity. If 
one company had more business than it 
could handle, part of its order file 
would be transferred to another. In 
a time of depression, such business as 
there might be would be equitably allo- 
cated according to a preconceived plan. 
Prices would be maintained and em- 
ployment stabilized by group action; 
even financing through mass credits. 

Mr. Javits believes that the powerful 
associations he has in mind are possible 
under existing laws, but to remove all 
doubt and fear, he would amend the 
anti-trust laws so as to legalize afirm- 
atively all combinations which are in 
the public interest. He would also 
have the Federal Trade Commission 
converted into more of an aid to in- 
dustry in solving its problems than it 
is at present. And he would have its 
membership composed of men of the 
highest business ability and experience. 

While it is not proposed to give 
trade associations a specific public 
authority, their function as agents and 
spokesmen of the grouped industries in 
dealing with the Federal Trade Com- 
mission and other governmental agen- 
cies would tend to endow them with 
the attributes of such authority. 

Men who have had practical ex- 
perience with trade associations will 
perhaps regret that Mr. Javits does not 
definitely propose the conferment of a 
degree of public authority upon them. 
The curse of all trade associations at 
present is inability to compel member- 
ship and discipline it. Companies are 
continually joining and resigning. 
There is little authority in the organi- 
zation and less respect for it among 
members. But as a recognized factor 
in the great tasks of stabilizing indus- 
try and planning the industrial life of 
the nation, they may have so much 
moral authority that legal prescription 
will not be necessary. 

The central idea of the book has the 
great merit of presenting a plan for co- 
ordinating industry without doing vio- 
lence to the fundamentals of our 
industrial system. In these times when 
association executives are sorely per- 
plexed to hold their organizations 
together, Business and the Public In- 
terest might well be taken up by them 
as the gospel of revival of association 
activity not only as a group objective 
but as a major solution of the deeper 
problem of how to keep capitalism, 
with all its virtues, from giving place 
to inferior forms of production and 
distribution. T. M. K. 


AS I SEE IT 
By NoRMAN THOMAS 
The Macmillan Co. 


S I See It is an admirable book 
for readers who would like to 
know what Socialism means in 

America. The volume is mainly a col- 
lection of material which has appeared 
in essays in magazines and in speeches, 
The author assumes that the prevailing 
business depression denotes the essential 
breakdown of the capitalistic system, 
and that the only satisfactory way 
permanently to better social conditions 
is the gradual adoption and application 
of the socialistic theory of economics. 

“The socialist ideal,” says Mr. 
Thomas, “as distinguished from the 
communist, is social salvation without 
catastrophe, and and with a minimum 
of confusion and disorder. * * * Here 
in America there is no time to lose if 
we want to get, not 100 per cent cor- 
rect theory, but action to divert war 
and disaster. Such action, to be effec 
tive, requires a socialist philosophy, 
that is a philosophy of co-operation for 
the common good rather than private 
profit; the more explicit that philosophy 
the better. * * * Our immediate busi- 
ness is to unite in a party, socialist in 
objective and program whatever its 
name, the men and women who want 
substantially what we want but go on 
voting for a Norris or a La Follette in 
the old parties because they admire 
them and understand their language as 
they do not understand us.” 

Mr. Thomas perceives that the 
Americans care nothing for the social- 
istic lingo and conversation but that 
they may be interested if offered 
socialism in limited practical deses from 
time to time. 

The various chapters of the book are 
largely given over to an indictment of 
American society as it is and to sug’ 
gestions for improvement. Mr. Thomas 
wants no violent revolution and sees 
little chance of oné succeeding, at least 
not in the next ten years. In fact, he 
sees scant prospect that mere revolt 
will ever build a new social order here. 
What he envisages is gradual socializa’ 
tion through progress of unemployment 
amelioration, decent housing for the 
masses, agricultural aid, proper taxation 
of incomes and inheritances, the social’ 
ization of power and other public utili 
ties and natural resources. This is t0 
be brought about not by wild-eyed 
speeches by long-haired revolutionists 
but by plain Americans out to improve 
their social environment. 

It all makes easy and pleasant read: 
ing, but the dyed-in-the-wool capitalist 
will perceive that it is for that very 
reason the most effective socialistic 
propaganda that can be disseminated ip 
these United States. 

T. MK 


THE MAGAZINE OF WALL STREET 








read’ 
talist 
very 
listic 
od in 


K. 
EET 





(No. 1) 


Discusses every phase of the relationship between your 
broker and yourself. Describes what you should watch in 
entering an order, in checking statements and in attending 
to routine matters on your account. 


You and Your Broker 


(No. 2) When to Sell to Assure Profits 


Goes into detail concerning the fundamental factors that 
affect security values. Covers explicitly the important prin- 
ciple neglected by many investors (who too often are only 
good buyers) “When to Sell to Assure Profits.” 


How to Invest for Income and Profit 


(No. 3) 


Explains the fundamental principles essential to profitable 
investing under the new market conditions. Written during 
the depression, it outlines the new policies and procedure 
necessary for profitable investing in these times. 


(No.4) How to Secure Continuous Security 
Profits in Modern Markets 


Will be especially appreciated by every businessman, investor 
and trader—for it contains the principles upon which the 
experts of THE MAGAZINE oF WALL Street base their judg- 
ment in the selection of securities. 


A Complete Financial Library 


in 8 Volumes 


"hae are standard books published by THE MAGAZINE OF 
WALL STREET on modern security trading and investing. Writ- 

ten in a concise, easily understandable, manner they give you 
the result of years of research and successful market operation— 
the foremost tried and proven methods and the important funda- 
mental principles which you can apply to your individual needs. 


(No. 5) Financial Independence at Fifty 


Outlines successful plans for investment and semi-invest- 
ment through which you may become financially independent. 
Shows how to budget your income; to save; the kind of 
insurance most profitable, etc. 


Necessary Business Economics for 
Successful Investment 


(No. 6) 


Sets forth the significance of supply and demand, the effect 
of good and bad crops, the ebb and flow of credit and similar 
factors which should help you to recognize and take advan- 
tage of the trend. 


Cardinal Investment Principles upon 
which Profits Depend 


Tells how to put your financial, house in order—how to 
make your plan and carry it out after it is made. Bridges 
many danger spots which otherwise could be avoided only 
through costly experience. 


(No. 8) The Investor’s Dictionary 


487 words and expressions clearly defined. Includes every 
word or phrase used in security transactions. Gives repro- 
ductions of all. the ordinary documents used in buying and 
selling stocks and bonds. 


(No. 7) 


— 


The entire 8 books are uniform in size and style, pro- 
fusely illustrated with charts, graphs and tables, replete 
with practical examples and suggestions. They are all 
richly bound, in dark blue flexible fabrikoid, lettered in 
gold, and will make a handsome addition to any library. 
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| Individual Price of, 
Each Book ... $2.25 


When Sets of 2 | : 
More “Books in | Complete Library of 


Ordered. Each. $1.50 | Entixe 5 Books. 


Special Offer | 


$10 | 
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CLIP OUT AND MAIL THIS COUPON TODAY 


lng MaGazine or WALL STREET, May 2 


G 8 = : 
% Broad Street, New York, N. Y. LEASE send me books as listed above: Nos. 1-2-3-4-5- 

- 6-7-8. (Simply check books desired, remitting $2.25 if 
only one is ordered, or $1.50 each if sets of two or more 


LEASE send me your complete library of 8 Standard 
books are ordered.) 


Books on Security Trading and Investing. 
C1 $10 Enclosed. 


Name Address 
City .. State 


(| Please mail me, without obligation, your descriptive book circular. 


Enclosed. 
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RESH! not parched or toasted? 


Wauen you smoke Camels you enjoy 
all the rare goodness of choice Turk- 
ish and mild sun-ripened Domestic 
tobaccos. For the tobaccos that go into 
Camels are never parched or toasted. 
The Reynolds method of scientifically 
applying heat guarantees against that. 


seal, Camels come to you with their 
natural moisture still present, insuring 
a cool, mild, flavorful smoke wherever 
you buy them. 

If you haven’t smoked Camels lately, 
compare their fresh, mild delight with 
the sting and burn of dusty, dry ciga- 


Protected against drying out by the __ rettes. Smoke Camels, then leave them 


Camel Humidor Pack, a positive air- 
R. J. REYNOLDS TOBACCO COMPANY, Winston-Salem, N.C. 


CAMELS 


Made FRESH — Kept FRESH 


— if you can. 


Don't remove the Camel 
Humidor Pack—it is pro- 4 
tection against perfume 
and powder odors, dust & 
and germs. Buy Camels © 
by the carton for home or : 
office. The Humidor ~ 
Pack keeps Camels fresh ~ 


“Are you Listenin’?” 
R. J. REYNOLDS TOBACCO COMPANY’S COAST-TO-COAST RADIO PROGRAMS 
Camel Quarter Hour—Columbia Broadcasting System 
Prince Albert Quarter Hour—National Broadcasting Company Red Network 
See radio page of local newspaper for time 


© 1932, R. J. Reynolds Tobacco Company 








